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THE OUTLOOK 


Success of Liberty Loan—Excess Profits Tax—Higher Money 
—Peace Possibilities—Profit Taking—The Rails— 
The Market Prospect 








ALL STREET had never been in doubt as to the success of the Liberty 
Loan, hence it was not surprising that prices failed to advance when the 
expected happened. The loan was, however, over-subscribed to a some- 
what greater extent than had been generally expected. This was the re- 
sult of the splendid team work of the banks, bond houses, big business corpora- 
tions and newspapers. 

While their work on the loan-has cost Wall Street institutions and broker- 
age houses a good deal of money, it is probable that in the end the expenditure 
will bring good returns through the enlargement of the circle of bond buyers 
and the education of the American public along investment lines. In this di- 
rection we have been much behind Great Britain, France or Holland. 


The Excess Profits Tax 


(NE of the principal reasons for the reactionary tone of industrial stocks 

in recent markets—although it has not been much emphasized in current 
financial eolumns—is the prospect that a heavy tax will be laid on the war 
profits of the principal corporations. In England this tax is now 80 per cent. 
The amount of the tax in this country has not yet been decided even in the 
Senate bill, and after that is passed the measure will have to go through the 
conference committee of the two houses of Congress. The lower house is un- 
derstood to favor heavier corporation taxes than the upper, so there is a greater 
probability of the tax being raised than lowered in conference. 

The steel companies, with the present runaway market for their products— 
which has carried the average for steel to $109 per ton, considerably more than 
three times ordinary peace prices—can stand a heavy tax and still have good 
profits left; but these miraculous prices must of course be looked upon as tem- 
porary, how temporary no one can say. 
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Moreover, costs are rising faster than ever. Bessemer iron is now about 
four times its price of two years ago. Steel production is hampered by scar- 
city of labor—which is sure to become worse as men are drafted into the army 
—and by inadequate transportation. Prospective Government requirements 
have compelled the U. S. Steel Corporation to refuse other orders, so that unfilled 
orders are now showing some decrease. 

Another very important consideration is what the Government will pay for 
its steel. It certainly will not pay current prices and may not pay more than 
half that much. And the present ridiculous price level must necessarily check 
domestic consumption of steel except so far as it is indirectly contributory to 
the Government’s war work. 

Outside the steel industry the tax will bear more heavily on the corpora- 
tions, since profits, although large, are smaller than those of the steel com- 
panies, while rising costs are affecting all companies alike. 


Effect of Higher Money 


HE money market has been working stronger for some months, and call 
money has shown still greater strength since the completion of the Liberty 
Loan flotation, which necessarily involves a large shifting of funds. A higher 
average money. rate seems inevitable. The bond market has been discounting 
that condition for several months, and the general level of bond prices is now 
near the lowest. With the Liberty Loan out of the way there may be some 
rally in bonds, but it is hard to see how any broad upward tendency can be 


— maintained. New York City, for example, will soon be in the market 


with a big issue, and other municipalities will also make demands on the capi- 
tal market. The needs of the railroads for more capital, are acute, but they 
cannot be met at present. . 

Higher money will have a considerable tendency to check stock speculation. 
The banks have recently been discriminating against collateral consisting mostly 
of industrial stocks, partly for the express purpose of preventing a too great ex- 
pansion of speculation at a time which certainly must be considered very in- 
opportune, from the point of view of the public interest. 

Then, too, another Government loan must apparently come early in the fall, 
probably by September. The United States is now the world’s last great reserve 
of capital, and that reserve must be depleted very rapidly by the combined de- 
mands of this Government and its allies. 


Peace Possibilities 


PECULATIVE sentiment goes in waves and just now there is very little talk 
about peace. Yet there are undoubtedly more preliminary signs of peace 
than at any previous time. The German submarine campaign, while not posi- 
tively a failure, will evidently not accomplish what the Teuton leaders had 
hoped, and in their present exhausted condition they can scarcely achieve any- 
thing that could be called a victory. 

On the other side, it is plain that little can be expected of Russia. It would 
take so long to reorganize te armies on an effective basis that the remaining 
allies would be nearly exhausted before her weight could begin to be felt. 
England, France and Italy are feeling the pressure more severely than is ad- 
mitted. 

It is manifestly to the advantage of the Teuton allies to secure a peace if 
possible before the full weight of this country is thrown into the war, and they 
cannot fail.now to understand that we mean business. 
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Profit Taking in War Stocks 


ITH an eye on the factors in the situation briefly. outlined above, many 
investors have been taking profits in those stocks which are benefiting 
most largely from war activities. The big earnings on many issues make them 
look cheap even at present prices when superficially viewed, but the super- 
ficial view of the sti is rarely the profitable one. Fundamentally, the pres- 
ent situation contains a considerable bene of risk. 

_ This profit taking is mostly of a precautionary sort. The sellers fully 
recognize the fact that still higher prices are entirely possible, but in the present 
maelstrom of uncertainties they prefer to shorten sail. Higher prices, if they 
should come, must be made by buyers for quick profits—a kind of buying that 
affords a poor basis for an extended movement. 


The Railroads 


AS to the railroad stocks, much depends upon the rate increase. If this 

should be denied, little could be expected of the rails at present. But 
Wall Street assumes that the argument for higher rates is so conclusive at any 
rate so far as the principal Eastern roads are concerned, that they must be 
granted, and some advances are expected in the South and West. 

It is to be remembered that peace, or any definite probability of peace, 
would be a bull argument on the rails. Their situation would then be exactly 
reversed. They have been suffering from rising costs and stationary rates. 
Peace would bring rapidly falling costs and stationary rates. 

Public antagonism toward the roads has nearly + Socom The whole- 
hearted way in which the railroads and their managers have placed themselves 
at the service of the Government, regardless of any question of profit, will not 
soon be forgotten by the American public. 

Investors, therefore, should be combing over the list of railroad stocks and 
should hold themselves ready to accumulate some of the best when favorable 
opportunities occur. There is not now, and has not been at any time during 
the war, any greatly over-extended speculation in the rails, and there is therefore 
no probability of any severe liquidation in them. 

Even under the pressure of the coming heavy supertax on big incomes, the 
selling of railroad stocks was not heavy. Prices declined because of small 
buying power rather than under heavy liquidation. The most important 
holders of railroad stocks are not throwing them overboard. They have con- 
fidence in ultimate results, even though the immediate future may not look 
especially promising. In the very nature of the case, it is rarely if ever possible 
to buy stocks at low prices when the immediate prospect is bullish. 

Discrimination, however, must be exercised in selecting railroad invest- 
ments, since a long continuance of the war would place some of them in a very 


difficult position. 





The Market Prospect 


HOSE who have good profits in their holdings of industrial stocks should 
not let those profits get away. Advances will bring further profit taking by 
large holders. 

The public’s greatest fault is that it nearly always overstays its market. 
The highest prices necessarily coincide Faye closely with the most bullish 
conditions—but that is something which the public as a whole never seems able 
to learn. 

We repeat the suggestion that those who are unwilling to sell now, or are 
waiting for another advance on which to realize, should place stop orders under 
their holdings to protect the greater part of their profits in case of unexpected 
weakness. —June 18, 1917. 
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EDWARD PAYSON RIPLEY 

Edward Payson Ripley, railway executive, was born at Dorchester, Mass., October 30, 
1845, son of Charles P. and Anne (Payson) Ripley. 

He received his education in the public and high schools of Dorchester, and began his 
business career in 1862 with a wholesale dry goods house in Boston, where he remained four 
years. In 1868 he entered the railway service as contracting agent for the Star Union Line at 
Boston. This was the fast freight line of the Pennsylvania system, and he remained in that 
capacity for two years, when the Chicago, Burlington & Quincy Railroad enrolled him as a 
clerk in the Boston office of the general eastern agent, which was the beginning of a long 
service in various capacities with that company. 

In 1872 he was appointed New England agent of the Burlington, and three years later 
became general eastern agent for the territory extending from Buffalo to the Atlantic sea- 
board. In 1878 he was made General Freight Agent and transferred to the general offices 
of the company in Chicago, where, in the suburb of Riverside, he has since lived. The thor- 
oughness with which he had performed his duties, and the value of the experience he had 
gained were further recognized by his appointment in 1887 to the position of Traffic Manager, 
an office created in that year. He occupied this position only a short time, as the following 
year he was transferred to the operating department and became General Manager, in which 
position he continued until August, 1890. 

He then left the service of the Burlington Route to become Third Vice President, in 
charge of the traffic department of the Chicago, Milwaukee & St. Paul Railway, with which he 
remained until he accepted his present position, January 1, 1896, as President of The Atchison, 
Topeka and Santa Fe Railway Company. 

He was early a dominant factor in carrying through the project for the World’s Colum- 
bian Exposition, and was one of its directors, and served also on the Committee of Ways and 
Means and Transportation. He was for many years a trustee of the town of Riverside and its 
President. He was married at Dorchester, Mass., October 4, 1871, to Frances E., daughter of 
Wilder and Sarah (Brown) Harding. 
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LITTLE TALKS WITH BIG MEN 





Railroads “Muddling Along” 


President Ripley of the Atchison in a Statement to The Maga- 
zine of Wall Street Speaks Pessimistically—Higher Rates 
or Govt. Ownership—Menace of Mounting Expenses 





By E. P. RIPLEY 





HROUGH this length of service 
in the railroad harness and 
his conspicuous success, Mr. 

= FE. P. Ripley, president of 
the Atchison, Topeka & Santa Fe 
Railroad, whose remarks to THE 
MAGAZINE OF WALL STREET on the pres- 
ent railroad appear in the following para- 
graphs, is entitled to his designation of 
Dean of American Railroad Presidents. 
His executive ability in railroading is evi- 
denced by the fact that just before he was 
offered Atchison’s presidency he was also 
offered the presidency of the old Rock 
Island road, then apparently a sound and 
flourishing property. Mr. Ripley chose 
Atchison in place of Rock Island, and 
the difference between good management 
and bad management is evidenced by the 
relative positions these two roads occupy 
to-day. 

Atchison’s president has always spoken 
his mind freely and openly, and is noted 
for the clearness of his vision and the 
sententiousness of his utterances on rail- 
road and economic topics. The present 
critical position of the roads renders his 
observations of more than usual interest. 

Asked by a representative of this pub- 
lication how he regarded the matter of 
Government ownership of the roads, Mr. 
Ripley replied : 

“As an individual I should dislike to 
see Government ownership, but it might 
prove to be for the best interests of the 
stockholders, assuming, of course, that 
the Government would pay fair prices 
for the railroads and give the stock- 
holders a Government guarantee on their 
property. At the present time there is 
no security for the stockholders ; there 
are maximum rates but no minimum 
earnings. 

“In other words, the Government con- 
structs a ceiling above which we cannot 


rise, but provides no platform below 
which we cannot fall.” 


Financing at a Standstill 


Mr. Ripley said that railroad financing 
is at a standstill at the present time and 
that under existing circumstances it is 
impossible to raise capital on reasonable 
terms to provide for railroad needs. 
Asked how this situation might be reme- 
died, he said: 

“The railroads can raise capital only 
by the issue of securities and those secur- 
ities can only be sold when the roads 
are earning enough money to make such 
securities attractive to investors. The 
only way the roads can earn more money 
is through an adequate increase in rates. 
The proposed rate increase is not enough. 
It will ameliorate the situation—but will 
not remedy it. It will help the patient, 
but will not eradicate the boil.” 


Matter of High Costs 


The exact amount of rate increase 
necessary to put the rails on a solid 
foundation can not be determined at this 
time, according to President Ripley. No 
one can tell what the roads will have to 
encounter in the way of higher costs in 
the next nine months. 

“If we did what is expected of us 
now,” he observed, “we would have to 
buy equipment on a scale that would be 
almost suicidal—in short we would have 
to do what Pharaoh ordered the Israel- 
ites to do—make bricks without straw.” 


Big War Business 


President Ripley said that while the 
war lasts the roads will undoubtedly do 
a big business and probably for some time 
after. This is all right as far as it goes, 
but, he pointed out, to carry on the 
present business satisfactorily will re- 
quire an investment several times larger 
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than would be required in ordinary 
times. In purchasing engines costing 
$30,000 apiece with a life of something 
like 30 years, one must take into con- 
sideration the matter of interest and 
cumulative interest which must be reck- 
oned on in bad times as well as good. 


Higher Rates or Gov’t Ownership 


Outside of Government ownership or 
greatly increased rates, President Ripley 
could see no solution to the railroad prob- 
lem. “There can be no railroad financ- 
ing now on a basis that the railroads 
can afford to pay,” he remarked, “and 
the roads have, therefore, to face a very 
serious situation. Some of the roads 
have money with which to provide for 
their needs, but others have not. I sup- 
pose we'll muddle along a good deal as 
the English railroads have,” he observed 








in reply to an interrogation as to how the 
situation is likely to work out, but it 
was evident from his tone that the Presi- 
dent of the Atchison does not regard the 
present railroad situation with any great 
degree of optimism. 


Those Increases in Gross 


Mr. Ripley pointed out that the rails 
have not yet begun to fully feel the 
effects of high operating costs. Reports 
for last year do not reflect the present 
costs situations. Beginning about Janu- 
ary the roads began to feel the full pres- 
sure from increasing costs which will be 
reflected in their statements from now 
on. Mr. Ripley was of the opinion that 
the higher prices for coal, labor, materials 
and supplies would about eat up the 
entire increase in railroad gross earn- 
ings. 








Use of Liberty Loan Bonds for Collateral 





The success of the first loan for the war has laid a solid foundation for any future loan 
that the country may have to issue, but nevertheless the Government should not on this account 
neglect any opportunity to increase still further the success of the issue. What has been said 
about the immediate advantages of a 314 per cent. bond issue that may be converted into any 
later Government obligation is no longer particularly timely. It is now necessary to look more 


into the future. 


One opportunity which purchasers of the bond should not overlook is in the fact that 






Liberty Loan bonds are practically as good as currency, and may in some ways be used as 
such. Several investment bankers in New York and elsewhere, have already offered to accept 
the bonds as cash against the purchase of securities and have in fact already contracted a con- 
siderable amount of their business on this basis. The security which lies back of the Liberty 
Loan bond is ultimately the same as that which lies back of United States currency; and col- 
lateral which is as good as currency offers an opportunity to investors which is very rare. 


The main objection to accepting the bonds as collateral against purchase of other securities 
was made before the issue was subscribed for, and consisted in the argument that such a prac- 
tice would tend too much to commercialize the issue. It would be futile now to attempt to 
keep the bonds from being commercialized. Moreover, if the public can be made to see that 
they do not tie up whatever money they put into Government loans, they will be more willing 
to participate in another issue. And when wars cost at the rate of $100,000,000 a day it is un- 
likely that a $200,000,000 issue will suffice for a war of any duration. It will, of course, be 
necessary for a readjustment to be perfected before industry in the nation can be expected 
to start on a sound basis of prosperity. This readjustment only can be hastened by making use 


of Liberty Loan bonds as a means of supplying additional capital. 
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Wall Street’s Patriotism 


How It Responded to the Country’s Crisis — Tremendous 
Task of Floating the Liberty Loan—Sacrifices of Time, 
Money and Men for Uncle Sam—How Another 

Bond Issue Should Be Handled 





By BARNARD POWERS 





R. SMITH (on the telephone) 

“Hello; is this Wrightam & 

Coe? Please let me speak with 

your Mr. Andrews. (Pause) 

Hello, Mr. Andrews, this is Attorney 

Wakeman, will you kindly give me a 

quote on International Fuel & Iron 

debenture 6’s. A client of mine has some 
funds—” 

Mr. Andrews: “I’m sorry Mr. Wake- 
man, but we have made it a rule 
not to deal in or quote any securi- 
ties until the Liberty Loan is out of the 
way. We are working on the Liberty 
Loan all day and most of the night— 
our entire office force and salesmen. 
I'll give you a ring the very first minute 
that I am free from working for Uncle 
Sam.” 

This telephone conversation, imaginary 
in detail but accurate in the general idea 
it expresses, typifies how Wall Street 
removed its coat and rolled up its 
sleeves in the matter of the greatest of 
all bond issues. And by Wall Street is 
not meant merely the area in the lower 
end of Manhattan Island which goes 
under that name, but the whole financial 
community throughout the country. 

Time, Money and Men 

Not only has the financial community 
‘ given its time and money but it has given 
largely of its men for military service. 
The writer remembers hearing but a 
few weeks ago a disheveled and dingy 
speaker addressing a throng in Madison 
Square. The burden of his cry was: 
“Wall Street doesn’t go to war. Wall 
Street stays at home and gets richer 
and richer.” The following extract from 
a letter written to an investor by the 
Manager of the Bond Department of 
one of the largest Trust comipanies in 
this country is self explanatory: 

“About 75 per cent. of our New York 


sales force is now in the United States 

Government service. 

“This situation will account for the 
discontinuance, at least temporarily, 
of the individual attention which we 
endeavor to render our customers. It 
will undoubtedly be difficult for us 
to quickly replace the representatives 
whom we have lost. 

“In the meantime may we hope for 
your co-operation through your call- 
ing upon us, either at our office or by 
letter, for such information as you 
may desire?” 

Without the whole-hearted co-opera- 
tion of this financial community the Lib- 
erty Loan would have been a flat failure. 
For as a class the American people are 
not bond buyers and a tremendous cam- 
paign of education has been necessary 
to impress upon them the necessity and 
the desirability of purchasing Liberty 
Loan bonds. Speaking to a representa- 
tive of this publication a banker who has 
been in closest touch with the Liberty 
Loan Committee said: 

A Tremendous Task 

“The work in floating this issue has been 
tremendous. The public will never know 
with what obstacles we have had to con- 
tend. Each day would bring forth a new 
crop of problems to be solved and each 
night would see them solved or on the 
way to solution. Our employes have 
been working into all hours of the night 
but at times it seemed as if we never 
would catch up.” 

The country at large owes a great debt 
to the financial institutions whose efforts 
have been chiefly instrumental in making 
the Liberty Loan a success. The investor 
who applauds himself because he has put 
his funds into one of the best possible 
forms of investment making a good re- 
turn, should stop and consider that not 
only have the financial houses, large and 
small, subscribed to Liberty bonds but 
have spent great sums in selling these 
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bonds for which they will not be reim- 
bursed. Consider the case of a big bond 
house or banking institution with its 
large force of salesmen, high salaried 
éxecutives, expensive equipment and 
heavy overhead. Five or six weeks 
devoted to the sale of Liberty bonds not 
only means a great loss in commissions 
and premiums but a very large and di- 
rect expense. In addition the advertis- 
ing of this issue has been paid for by 
the sellers and not the U. S. Government 
and it is conservative to say that the 
costs which these institutions have borne 
runs into the millions. One large bank 


“THE LIBERTY LOAN” 
P.C. OF SUBSCRIPTIONS TO ALLOTMENT 


% 


in New York City went to the expense of 
having hundreds of thousands of circu- 
lars printed because the deliveries from 
Washington were too slow. 


Wall Street Rings True 


The patriotism of Wall Street has 
been subjected to the severest possible 
test and has not been found wanting, but 
the question naturally arises at this time 
as to whether it would be fair or just 
to submit the patriotism of the financial 
district to further such tests. 

Speaking of the general practice of 
investment banking houses of giving their 
services to float the Government issue, 


Mr. Charles E. Mitchell, president of 
the National City Co., stated in our last 
issue : 


“This is all a practice which, if con- 
tinued indefinitely, would bring ruin 
to the investment banking business, 
but in the emergency which is now 
facing the country, the emergency of 
making a success of a financial opera- 
tion which will affect the cause of the 
Allies in their fight for the establish- 
ment of democracy, there has been 
no hesitancy on the part of the in- 
vestment bankers or the commercial 
bankers of the country to be of serv- 
ice. The question as to whether or 
not it is a fair proposition to take 
away from one class of legitimate 
business the opportunity to continue 
that business along commercial lines 
may some day be propounded, but 
today the investment bankers are con- 
tent in the thought that they are 
rendering a patriotic service.” 


A canvass by a representative of THE 
MAGAZINE OF WALL StTrREET of leading 
financial institutions which have figured 
in placing the Liberty Loan developed 
that while the various houses were will- 


ing and are glad to have played so im- 
portant a part in a national crisis, nev- 
ertheless they feel that they have been 
asked to bear a disproportionate burden 
and that they are not willing to continue 


making such sacrifices. In the case of 
wealthy organizations the burden would 
not be insupportable, it was pointed out, 
but in the case of smaller firms it would 
mean disaster. 


The Small Investment Dealer 


“There are many investment dealers,” 
one investment banker remarked, “who 
depend almost entirely upon daily trans- 
actions for their existence. With them 
it is a case of bread and butter. They 
have responded loyally and willingly but 
if they are asked to help float another 
loan in the way this one has been floated 
it will mean disaster. Thus one industry 
is giving all its time and spending its 
money without return, while other classes 
are piling up huge profits from this war. 
It would be as reasonable to expect the 
Bethlehem Steel Co. to manufacture 
armor plate and give it to the Govern- 
ment. The investment houses are per- 
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fectly willing to be taxed to support the 
war but they wish to be fairly taxed.” 
The general public does not realize 
what a tremendous amount of work was 
required to handle the Liberty Loan sub- 
scriptions. A visit to any large financial 
institution during the last days of sub- 
scription would have been enlightening. 
He would have seen long lines of tired 
appearing clerks bending over tables 
heaped up with papers, an atmosphere 
of tensity and hurry, all regular business 
side-tracked or minimized and everyone 
from president to office boy, concen- 





prohibiting the marketing of other issues 
while Government bonds were being of- 
fered, but gave the investment bankers 
a commission on sales of Government 
securities. That is the result, according 
to the best authorities, which must even- 
tuate in this country as it offers the best 
and fairest solution of the problem. 


A Triumph for Wall Street 


Meanwhile the results of the first war 
subscription are a triumph for Wall 
Street and Wall Street’s patriotism. As 
is well known the Administration and 





Turning the Hands of the Liberty Loan Clock to the 2 Billion Mark 


trated upon the work of rushing through 
the subscriptions. 
New Methods Necessary 
The consensus of opinion of those with 
whom I talked was that it will be im- 
possible to float another loan by the 
methods which have been used in float- 


ing this first great issue. It is not 
thought that the Government will ex- 
pect the investment people to again 
give their time, services and money 
gratis. 

As far as the writer knows no other 
country has ever sold a Government issue 
by a volunteer army of sellers in the 
manner which the first Liberty Loan has 
been sold. The British Government cut 
off competition with its own issues by 


the financial district have never been in 
the closest of relations and when the Lib- 
erty Loan was announced the tendency 
at Washington was to regard New 
York’s financial district as not a neces- 
sary adjunct in the matter of distribut- 
ing the loan. That attitude changed very 
shortly, however, and the appointment 
of the Liberty Loan Committee with such 
members as Charles H. Sabin, William 
Woodward, Frank A. Vanderlip, George 
F. Baker, Pierre Jay, Jacob H. Schiff, J. 
S. Alexander, Gates W. McGarrah, 
T. W. Lamont, Allan B. Forbes and 
others was a signal recognition of the im- 
portance and necessity of the financial 
district and the financial leaders in the 
flotation of the Liberty Loan, 


























LEADERS IN AMERICAN FINANCE AND BUSINESS 


CHARLES HAYDEN OF HAYDEN, STONE & CO. 


“TI have been a subscriber for many years to THE 
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Leading Opinions 


About Financial, Investment and Business Conditions 





“Tax War 
Profits”—O. H. Kahn 


The proposal that instead of the 16% 
excess profit tax which Congress plans, 
a tax be applied to profits which may be 
justly held to be attributable to war con- 
ditions, is made by Otto H. Kahn. Mr. 
Kahn suggests that a tax of this nature 
might well be at a considerably higher 
rate than the present 8% or the proposed 
16%, and he points out that an offset 
which might be fixed at say 10%, ought 
to be allowed on all new capital invested 
in business since the beginning of the 
war. 


“I believe that as between the proposed 16% 
profit tax and an excess profit tax on the 
British model, at the rate of, say, twice that 
figure—to begin with—the general consensus 
of opinion would consider the latter as much 
the fairer, much the less cumbersome to handle 
and collect, and much the less hampering upon 
business activities. Yet statistics seem to 
show that such an excess profit tax would 
bring in a far larger return than the proposed 
16% profit tax. 

“From figures which were shown to me it 
would appear that a 40% tax on excess profits 
over and above the average earnings for the 
last three years would yield for the present 
year the amazing total of at least $800,000,000, 
in addition to the yield from the corporate 
income tax taken at the rate of 4%. These 
figures are based on the assumption that the 
aggregate profits for 1917 will approximately 
equal those of 1916—a not unreasonable as- 
sumption, provided always that unscientific 
taxation or other unwise measures do not de- 
stroy prosperity, inasmuch as the profits for 
the first half of 1917 are likely to exceed those 
for the same period of 1916. The three-year 
average was selected on the theory that 1914 
was an exceedingly poor business year, 1915 
was a year of fair prosperity, and in 1916 the 
full effect of our stupendous war business had 
er to raise profits to an exceedingly high 
evel.” 


Basic Industry 
Activity—Pierre Jay 
Summarizing business conditions in 
the second Federal Reserve District, 
Pierre Jay, chairman of the board of the 
Federal Reserve Bank of New York, in 


the June Federal Reserve Bulletin, char- 
acterizes activity as being maintained at 
its former high level. 


The aggregate of business activity in this 
district continues at a high level. Readjust- 
ments incident to the transition to war footing 
are stimulating activity and production in staple 
and basic lines, but have curtailed to a marked 
extent the retail sales of commodities not the 
object of pressing day-to-day demand. The 
public’s purchases of clothing, dry goods, silks, 
jewelry and articles of like nature have de- 
creased very materially since the declaration 
of war, due primarily to the practice of econ- 











—The Annaiist. 
HOLDING THE RIGHT OF WAY. 





omy, although the lateness of the season has 
been a contributing factor. 


“Unparalleled Prosperity” 
—Sec. McAdoo 


Ten billion dollars to be spent during 
the coming year by the United States 
and the allied governments for the prod- 
ucts of American farms, mines and fac- 
tories, Secretary McAdoo declared in a 
New York address, will bring to the 
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country.the greatest prosperity in its his- 
tory. 


“Some people express apprehension about 
the future in business,” said Mr. McAdoo. 
“Why, gentlemen, prosperity in the next twelve 
months will be greater than it ever has been 
in our history. You cannot prevent it, if you 
try. The only thing that could stop prosperity 
would be the refusal of the people to support 
the teasonable measures of taxation that are 
needed, and to buy the bonds of the Govern- 
ment.” 


Millions in 
New Ships 
Since the break in our relations with 





-N. Y. Herald. 


HALT! 





Germany, $73,000,000 of capital stock 
has been authorized in this country 
for shipbuilding operations—a _ greater 
amount than for the entire year 1916. 
War-losses, the submarine menace, and 
Government activities have led to this 
unprecedented formation of new cor- 
porations in this line of business. Since 
the war began the total of new capital 
invested has been $184,642,000. As a 
writer in The Journal of Commerce re- 
marks : 


“Ruthless destruction of merchant shipping 
by German submarines and the certainty that 


all ships built in the near future will be taken 
at high prices” have been powerful incentives 
to the making of these investments. The ef- 
fect which the U-boat situation had upon the 
formation of new companies in three months 
(February, March and April) was shown in a 
comparison of the capital stock authorized 
as against the amounts for the two preceding 
months : 

December, 

same, 

*ebruary, 

March, 

April, 1917 


“Hoarding Invites 


Disaster”—L. W. Hill 


A paper on “The Relation of Publicity 
and Advertising to National Prosperity,” 
by Louis W. Hill, chairman of the Great 
Northern Railway, was read before the 
convention of the Associated Advertising 
Clubs of the World in St. Louis. Mr. 
Hill wrote, in part: 


“Sane economy and elimination of waste are 
always wise. But stinting, hoarding—the 
paralysis of business, mean simply inviting 
catastrophe; without the slightest reason ex- 
cept ungrounded fear. This surely is a time 
for the suppression of the calamity howler. 
The country’s all right. 

“Right now America needs strength—activ- 
ity—enterprise—stick-to-it-iveness, more than 
ever before in its history. The prosperous 
nation is the strong nation. Reduce the na- 
tion’s resources—throw an army of bread win- 
ners out of employment—and you not only 
sap America’s vitality, but you work a positive 
injury to the individual. Success is and al- 
ways will be reciprocal.” 


War and Business 
—Sir George Paish 


Sir George Paish, generally regarded 
as Great Britain’s foremost financial 
authority, in a recent article in System, 
said in part: 

“The immediate effect of the declaration of 
war upon American trade and prosperity will 
be beneficial, for money will circulate as never 
before, owing to the gigantic purchases of the 
American Government and the Allies upon the 
American markets. Business men of all kinds 
and descriptions will enjoy sales greater than 
they ever expected to deal with; indeed, the 
only limit to their business will be the limit 
of the nation’s productive power.” 


Judge Gary on 
America’s Role 


“The pecuniary burdens to be imposed 
upon us will be very great,” said Judge 
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Gary, chairman of the U. S. Steel Cor- 
poration, in a recent address. “We knew 
in advance such would be the case. We 
must pay the enormous cost of mobiiiz- 
ing, equipping, supplying and moving 
our own armies, and we must advance 
money and provide supplies to our Allies 
in accordance with their necessities and 
our resources. 


Some of us are complaining or criticising 
because of the enormous taxes that are likely 
to be imposed. We are apt to consider our- 
selves as opposed by the legislative or execu- 
tive departments of the Government, as if they 
were partisans, seeking to punish or at least 
unfairly treat the private individual. We do 
ourselves an injustice by harboring such 
thoughts. We can rightfully claim that the 
burden of taxation be equitably distributed ; 
that all the people, after exempting the neces- 
sities of life, shall be compelled to contribute, 
and that there shall be no waste or extrava- 
gance in making expenditures. If possible, 
taxes ought to be so levied and distributed as 
to avoid clogging the channels of business 
prosperity. All this we may properly demand. 
Equitable distribution is fair and reasonable, 
and it makes all pecuniarily interested in the 
subject, including both the collection and the 
expenditure of the taxes levied.” 


“Peace This Year” 
—Daniel Guggenheim 


“I predict the end of the war before 
1918,” Daniel Guggenheim said in an 
interview in the New York Times, 
“because , and only because, I have com- 
plete confidence in the determination and 
ability of the American people to carry 
on the war as they have started it, to 
fight with all of their might and not to 
stop fighting until German autocracy is 
no longer a menace to the world. I base 
this confidence upon what America has 
already done and the fact that the people 
have manifested an intelligent grasp of 
the situation and a competent willingness 
to do the work ahead of them. 


“We can’t bring this war to an end with the 
hope of an enduring peace after it until the 
power of individuals to make war is destroyed. 
This power has been destroyed in Russia and 
it has not existed in modern times in any of 
the other allied nations. It exists only in Ger- 
many and Austria, and as long as it remains 
there the democratic Allies will not discuss 
peace or consent to peace, because they know 
that any agreement for the future that they 
might make with an autocrat would be treated 
as a scrap of paper by the autocrat whenever 
he wanted another war.” 


Stock Exchange 
Transactions 
The transactions in stocks in shares 
are given herewith for each month of 
the last five years (final 000 omitted) : 


1917. 1916. 1915. 1914. 1913. 
15,901 5,076 10,088 8,749 
6, 


220 6,763 

7,862 5,855 7,230 
21,023 7,145 8,463 
12,739 4,757 5,463 
11,004 4,002 9,588 
14,371 7,920 5,124 
20,432 .... 6,086 
18,399 6,086 
26,679 7,403 
17,634 .... 3,765 
13,723 1,875 7,152 








ae af 


ss 
—N. Y. Mail. 
THE PENALTY OF BEING FAT. 








Par value of bond sales on the New York 

Stock Exchange compares as follows: 
; $120,404 gis oo 1915. 1914. 
ee oe , 1 $57,110 $89,474 
Feb. .... 73,412 80,390 43,842 69,467 
Mar. 81,192 63,214 60,481 

April .... 79,211 110,359 

May 94,370 64,778 

83,785 57,957 

67,665 55,535 

81,692 72,253 

80,741 

105,191 

130,088 

121,257 
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“Inflation Necessary” 
—Willard V. King 


In taking exception to the warning 
that we must avoid financial inflation, 
Willard V. King, President of the Col- 
umbia Trust Co. of New York, declares 
that “we must deliberately create an in- 
flation in order to make it possible for 
the national Government to finance this 
war.” Mr. King’s remarks were made 
at the convention of the New York State 
Retailers’ Association at the Hotel Astor, 

















—The N. Y. Post. 
BONDS—WHICH? 





the subject of his address being “The 


Banker and the Merchant.” He said in 


part: 

“It has bothered me a good deal to hear men 
say recently that we must avoid financial infla- 
tion. It is quite clear to me that we must de- 
ngewe! create an inflation in order to make 
it possible for the national Government to 
finance this war. The current savings of the 
United States are not nearly adequate for the 
purpose. Not merely has there always been 
inflation during great wars, but there must 
especially be inflation to-day because the 
budget of a great war now runs into such 


vast figures. 


“It is not a bit more unwise for a nation 
to stretch the credit of its financial organiza- 
tion in an emergency like this than for a man 
to make extraordinary demands on his heart 
and muscles during a similar crisis. In nor- 
mal times each one should go at the gait which 
produces a normal pulse and respiration, but 
these are not normal times, and we must real- 
ize that the man and the nation that live nor- 
mally in normal times can count upon stand- 
ing abnormal strain when it must be borne. 


“Taxes Must Not 
Weaken”—A. W. Atwood 


By extreme measures the Government 
must not cripple itself at the outset of a 
possibly long war, writes Albert W. At- 
wood in The Saturday Evening Post. It 
might raise three or four or even seven 
or eight billion dollars by swooping down 
upon every person who has more than 
enough to buy his next meal. But when 
the proceeds of that particular raid had 
been spent there would be no more 
wealth to pillage. The Government 
would be stranded in the middle of the 
war, with no means to carry it through. 
It must think of the future as well as 
of the present. 


Taxation destructive of the thing taxed will 
produce the money only once. No matter how 
pressing the need may seem to be, it never 
pays to milk dry the producers of wealth all 
at once. 

The trick is to keep people working. Busi- 
ness should be as unfailing as the widow's 
cruse of oil. The Government must appeal to 
all who produce anything in such an alluring 
way, either by selling them bonds with a good 
interest return, or by appearing to spread 
taxation over other classes as well, that, while 
in a continually giving of their products 
to the Government, the producers’ energy is 
never for one moment slackened. Taxes must 
not weaken the will to work. 


Investment Principles 
—E. T. Bedford 


Writing for World’s Work, E. T. 
Bedford, president of the Corn Prod- 
ucts Refining Co., lays down the follow- 
ing rules to be followed by those with 
money to invest: 


1. “In buying securities of any company one 
should know something about the manage- 
ment and from them, or others in the same 
line of business, get direct information as to 
the value of the property. 

2. “Do not pure on rumors as to what 
may happen. sure the information you are 
depending upon is not only the truth but comes 
from those who know the facts.” 
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Expert Financial 
Opinion 

Hayden, Stone & Co.—One class of cor- 
poration, whose shares have been very little 
in the limelight during this advance, is the 
coppers. To those who do not foliow the 
matter closely, it may come as a surprise 
to know that the actual settling price for 
current sales of the metal has advanced in 
the last few weeks over four cents per 
pound. Another full calendar year of great 
profits is now practically. assured. To be 
sure, a good part, though by no means all, 
of the copper companies’ profits is being 
and will be paid in dividends. This is not 
so spectacular a process as sudden market 
advances, but the profits resulting from the 
same are none the less real. 

We are in the midst of a great war specu- 
lation. As we said at the beginning, there 
is full justification in profits for most of the 
advance. How far this movement will con- 
tinue will depend upon one’s idea as to how 
long these profits will continue. Certainly, 
at the moment there is nothing in sight to 
make one feel that they are coming to an 
end, yet at such a time it is well to remem- 
ber that similar conditions existed only a 
little more than six months ago. A broaden- 
ing of the movement to include all classes 
would do much to induce more confidence 
in its permanency. 


Keane, Zayas & Potts.—Steel, copper, coal 
and kindred industries will not meet with 
any lack of orders or encounter dull periods 
for the reason that the war will keep them 
producing to capacity, but they will feel the 
pinch in lessened profits, which will be cut 
down severely by the higher cost of labor 
which its scarcity will enhance, and in the 
higher cost of raw materials produced by 
that labor. 

These are the signs as we read them. 
There are to be no large profits made out 
of this war. Prices for steel and copper 
are driving domestic buyers out of the mar- 
ket. Government orders have the right of 
way, and Government orders will keep the 
mills and foundries, mines and smelters fully 
employed; but profits on Government orders 
will not run large, and those who are build- 
ing hopes and air castles in the belief that 
they will, in our opinion, are facing dis- 
pointment. 

Sheldon, Morgan & Co.—Next to the steel 
and metal stocks, the industrial specialties, 
ranging all the way from such oil stocks as 





Mexican Petroleum to foodstuffs, such as 
sugar shares, are in a position to benefit 
directly by the extent to which business is 
speeded up by the course of the war and 
by the extent to which Europe will be in- 
creasingly dependent upon the American 
producer for some little time after the cessa- 
tion of actual hostilities, and nobody seems 
anxious to figure in the role of a prophet in 
regard to how long it will take the United 
States to help the Entente Allies to break up 
the military deadlock. The longer the strain 
continues, the more the other nations will be 
in debt to the United States; while the sooner 
the break comes, the sooner will the new for- 
eign trade opportunities of this country be 
open. In other words, it is almost a case of 
“heads we win, tails you lose.” 


W. J. Wollman & Co.—Railroads have in 
no way participated in the upward move- 
ment which the general market has ex- 
perienced, but we believe that the probabil- 
ity of the Interstate Commerce Commission 
acceding to their application for a freight 
increase, and the increased efficiency and 
resultant economy they are experiencing as 
the result of their operation as a single unit, 
will more than offset the higher costs of 
operation. There is no doubt that the gov- 
ernment fully realizes the needs of the roads 
and is alive to the fact that their credit 
needs re-establishing. We think the present 
level of railroad stocks has more than dis- 
counted any unfavorable feature in the situ- 
ation, and we should not be surprised if 
future prices will soon commence to reflect 
improving conditions. 


J. S. Bache & Co.—Many securities are 
rivalling Steel in record of earnings—some of 
them even exceeding it—and before long the 
knowledge of this will undoubtedly induce 
considerable rises throughout the industrial 
list. Before this, however, the technical tight- 
ening of money incident upon the payment for 
the war loan, which must take place no matter 
how well arranged the bookkeeping provisions 
:or transfer are—this money-situation may tem- 
porarily, at least, induce some slowing up of 
activity in the general market. We shall see, 
perhaps later on, the effects of an unusual form 
of inflation, that induced by very large profit 
making—a form which in ordinary times might 
bring on an era of wild speculation. But in 
these periods when the crath of war sobers the 
alculations of even the most reckless, prob- 
ably the same conservative leadership which 
has carried us with safety away from this form 
of derangement, will still protect us. 











The Business Situation 
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HILE the New York banks show a 
big drop in cash as compared with 
a month ago, this is in large part due 
to the transfer of cash to the Federal Re- 


serve Bank, so that legal reserves have not 
been affected to a corresponding degree. 
Nevertheless, the last statement showed 
excess reserves of only $54,000,000 for the 
entire Clearing House, which is rather 
small as reserves have been running since 
the establishment of the new banking 
system. 

The natural result has been a rise in call 
money and a smaller rise in time funds. 
Commercial paper, though inactive, shows 
practically no change. There can be no 
doubt that the Federal Board will be able 
to keep the money situation well in hand, 
but the large transfers of funds involved in 
the payments on account of the Liberty 
Loan will probably keep the money rate 
firm for a time. 

There seems to be no limit to the rise in 
commodity prices both here and abroad. 





——E 





Bradstreet’s index is up 80% since three 
years ago this month, while the English 
index has risen 109 per cent. in the same 
period. Such unprecedented changes in 
the general price level necessarily have a 
disorganizing effect. What we call a dol- 
lar is no longer a dollar in purchasing 
power. 

With this steady rise in prices, bank 
clearings, which roughly represent the total 
payments of the country, can scarcely help 
rismg. Business activity is well maintained, 
but is shifting from ordinary lines into 
the war industries. 

The turn in the gold movement, result- 
ing in an excess of exports over imports in 
May, is of course due to the fact that we 
are now furnishing our allies the credit of 
the U. S. Government with which to pay 
for goods bought of us, and it is therefore 
no longer necessary for them to send us 
cash. In order to maintain our rapidly ex- 
panding credits it will be necessary for the 
Federal Board to keep the export move- 
ment of gold within reasonable limits. 
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June, 1917. 
May, 1917... 41.90 3,417 
April, 1917... 37.40 3,335 
June, 1916... 17.34 3,351f 
= 1915... 12.50 2,263t 
13.63 2,093t 
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11,886 

12,183 
9,937t 
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3,998t 
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-———Crop Conditions————\ 
Winter ring 
Wheat eat 
70.9 91.6 
73.2 owe 
63.4 
73.2 
85.8 
92.7 
83.5 


Corn Cotton 


32.0 
32.3 
32.3 
26.6 
19.5 
13.6 
14.7 


88.2 
94.9 
95.5 
93.5 


*No. 2 Southern at Cincinnati. tEnd of mo. named. tMay. 


§ Market unsettled. 


Per eent 
Cash to Loans to _ Bradstreet’s English 
Rate Deposits New Deposits New Index of Index of 
r European York Clearing- York Clearing- C dity C dity 
New York. Banks. house Banks.* house Banks.* Percentages Percentages 
_ Sees 5 95 99.0 15.47 5,412 
12.4 97.0 15.12 5,379 
13.2 93.8 14.57 5,300 
14.1 96.3 11.69 4,319 
20.9 93.4 9.74 3,327 
27.6 94.3 8.62 2,595 
27.6 99.0 9.07 2,694 
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Railroad Earnings and Dividends 


Factors 


at Work in Both—Outlook for Dividend Maintenance 
During 1917—Are the Railroad Stocks a 
Purchase Now? 





By WALTER McNAUGHTON 





AILROAD earnings will be 
watched with increasing inter- 
est from now on. These com- 
mon carriers of our country are 

being slowly transformed from a peace 
basis to a war basis. That transforma- 
tion involves the elimination of a good 
deal of train service that the traveling 
public has been accustomed to in the past 
few years. Doubtless, some grumbling 
will be heard on the part of those who 
are in a position to pay for extra service 
and who are not as yet duly impressed 
with the needs of the country for a more 
expeditious transportation service. Un- 
der the plans that have been adopted by 
the railroads’ advisory counsel at Wash- 
ington and by their own respective op- 
erating managements, many trains are 
disappearing from the regular daily 
schedules. Sleeper accommodations are 
also being pared down and the percentage 
of disappearing dining cars and chair 
cars to the whole number in service six 
weeks ago, is expanding steadily. 

The New York Central, Pennsylvania, 
Baltimore & Ohio and the Erie railroad 
companies are taking the lead along these 
lines of elimination of service in the in- 
terest of greater efficiency in the trans- 
port of necessaries to the centres of 
chief requirement. It will be only a 
short time before troop trains will be 
speeding over the lines of these and other 


systems, as well as supply trains and 
every passenger train taken off the 
schedule, operating men figure, adds so 
much to the expedition with which these 
all important trains can be handled. The 
freer movement of supply trains to our 
big centres of consumption, will also 








TABLE I 
RAILROAD EARNINGS FOR FIRST FIVE 
MONTHS SINCE 1917. 

Jan. 1 

to Miles 
May 31 Oper. 
1907. . 93,646 
1908. 
1909. 
1910. 
1911. 
1912. 
1913. 
1914. 
1915. 
1916. 
1917. 


Year Year 
Given*: Before* 
380,802 347,530 
213,070 252,964 
241,351 216,821 
299.497 256,482 
304,409 303,065 
329,392 307,755 
354,639 322,026 
338,599 362,123 
300,054 327,422 
353,686 283,481 
366,387 326,271 


Iner.* %Incr. 
+33,271 9.80 
—39,893 15.77 
+24,530 11.33 
+-43,014 16.77 
+1,343 0.44 
+21,637 7.03 
+32,613 10.14 
6.04 
8.36 
24.76 
12.30 


. 72,795 
- 77,583 
-86,120 
-87,422 
-89,686 
-88,816 
-95,337 
-89,194 
-88,112 
-82,766 


*Last 3 figures omitted. 








mean lower prices for the food products 
carried. 

As to how earnings will be affected 
under the war-created order of things, 
will be an interesting development to 
watch. Railroad men generally, are 
non-committal just now as to the net 
results to look for. It would seem, 
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however, that with many luxury items 
removed from their schedules—items, 
the cost of rendering which were seldom 
if ever met out of the actual revenue re- 
turns received—and with a bigger pro- 
portion of revenue-producing freight ac- 
tually pushed through to destination “on 
time” than ever before, it would seem 


TABLE II 
TREND OF GROSS, OPERATING EX- 
PENSES AND NET REVENUES OF 
UNITED STATES RAILROADS.* 
Gross Oper. Oper. Net 
Year Revenues Expenses Ratio Oper. Rev. 
1916. .$3,381,945 $1,170,874 
1915.. 2,956,193 70.7% 867,510 
1914.. 3,047,019 72.2 846,706 
1913.. 3,125,135 69.4 955,166 
1912.. 2,842,695 69.3 870,279 
1911.. 2,789,761 68.6 874,707 
1908.. 2,394,780 69.7 724,383 
1905.. 2,082,482 66.7 691,880 


*Last 3 figures omitted. 





1,390,602 








that railroad revenues should reflect 


gains in both gross and net. 

Such probable gains, however, are 
likely to be substantially or fully offset 
by the cost of moving troop and other 
military trains, so that it is rather idle 
to speculate at this time just how the 
roads will fare with regard to revenues. 
Incidentally, this may explain the reti- 
cence of railroad operating men regard- 
ing the outlook for earnings for the bal- 
ance of the current calendar year. 

What Current Earnings Show 

It is of interest, however, to inquire 
briefly into the present state of railroad 
earnings and to see how, in a general 
way, these carriers are currently faring. 
All of the carriers reporting to the In- 
terstate Commerce Commission and hav- 
ing annual gross revenues of $1,000,000 
and over have, so far, reported their 
March operating results and for the 
three months of the current operating 
year on the new basis. The comparison 
that March, 1917 gross, operating ex- 
penses and operating income made with 
the corresponding figures for March of 
the four preceding years is shown in the 
accompanying graphic. For the sake of 
simplifying and at the same time plac- 
ing the comparison on as fair a basis as 


possible, the figures on which the graphic 


is based, have been reduced to a “per 
mile” basis. 

A later index of the trend of railroad 
earnings is available in the form of May 
figures which have been so far reported 
by a fair percentage of the total number 
of railroads. Earnings of railroads 
which have so far reported their oper- 
ating restilts for May and the five months 
ended with that month show a gain in 
the aggregate of approximately $11,000,- 
000 or 15.50%. The mileage operated 
by these railroads is slightly under 83,- 
000 miles, but the location of this mile- 
age is such that the figures of earnings 
may be accepted as reflecting pretty ac- 
curately about the proportion of gain that 
all the railroads of the country will show 
for the period. For the five months, the 
aggregate gross represents a gain of a 
little over $40,000,000 or 12.30% as in- 
dicated in the accompanying tabulation, 
which covers comparisons with the ten 
preceding years. 

Just now, a good deal of speculative 
discussion is going the rounds as to how 
the railroads will fare in their plea to 
the Interstate Commerce Commission for 
an increase of 15% in the present rates. 
Railroad men of wide experience in deal- 
ings with that governing body at Wash- 
ington and shrewd gaugers of results, are 
inclined to the opinion that the commis- 








TABLE III 
IN COST OF RAILROAD 
MATERIALS 
Items 1917 
Locomotives (Pacific Type). .$47,290 
Passenger Cars (Steel) 18,750 
Fr’t Cars (Steel u. f.)........ 
White Lead} 


ADVANCES 


1915 
$27,000 


Angle Barst 
Nailst 

Cast Iron Pipet 
Manila Rope 





sion will allow, not the full increase, but 
about 10% or two-thirds of the increase 
petitioned for. Some railroads, they be- 
lieve, will fare better and others worse. 
In other words, some will get a higher 
allowance on account of territorial and 
traffic conditions than others. 
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The Probable Rate Allowance 


This prospective advance of 10%, how- 
ever, will not work out, it is said, in dol- 
lars to 10% of their present total freight 
earnings. They are likely to work out 
to about 6% or 7% of total freight earn- 
ings. Freight earnings on the basis of 
those commodities and miscellaneous 
items subject to a freight rate increase 
(coal, ore and lumber are excluded) fig- 
ure out to about $2,700,000,000 a year. 
Of such an amount, 7% would be equal 
to about $189,000,000 as applicable to the 
additional operating expenses that the 
roads will have to pay this year and set 
at about $355,000,000. A full 15% al- 
lowance would be significant of about 


most interested in, is the ability of the 
railroads to maintain their current divi- 
dend rates. With this in view, there is 
shown in a tabulation herewith, how the 
earnings of the railroad companies this 
year will compare with last, on the basis 
of indications to date. 

A survey of this table will show that 
with the exception of Chicago, Milwau- 
kee & St. Paul every one of the standard 
roads here shown will earn their estab- 
lished dividend requirements witH in- 
creased margins of surplus this year. 
Southern Railway, which is as yet paying 
no dividends, will earn an equivalent of 
about 7.37% for its common stock on 
present indications as against 5.28% in 








1 UNITEO STATES. 


1 a 





AV.FOR MAR.1 913 1914 


U.S..RAILROAD OPERATION PER MILE. 


3 EAST. DIST 


2 SOUTHERN DIST. 4 WEST.DIST. 


————— ee 
CCOTOTAL OPERATING REVENUES. 


Ga TOTAL OPERATING EXPENSES. 
OPERATING INCOME. 


1915 


| 


3 4 1 








1917 fra) 


1916 














$283,000,000, additional gross revenue, 
on practically the same basis. 

If, by any chance, the increase peti- 
tioned for, or any substantial part of it 
is not granted, the outlook for the rail- 
roads will be not far from dismal. Even 
if the rate advance is allowed in full, 
the outlook for the railroads will not be 
over bright, for even such an increase 
will fall considerably short of meeting 
the additional expenses they will have to 
pay this year. Disregarding the possi- 
bilities and probabilities in connection 
with the rate advance petitioned for, the 
point that stockholders are naturally 


1916 and nothing in 1914. These esti- 
mates of 1917 earnings for the common 
stocks of the railroads treated of in the 
table may be rather significantly changed 
in those instances where the estimates are 
based on the earnings for the first quar- 
ter of the 1917 calendar year, as pre- 
scribed by the Interstate Commerce 
Commission. In the case of the other 
estimates, it is believed that the final 
showing for the stocks will be about as 
shown. 
Railroad Shares in Better Favor 

In the last few days the railroad shares 

have moved into greater favor as col- 
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lateral security against stock market 
loans. This is an encouraging sign. 
There are also indications that the rail- 
road shares are in better favor with in- 
vestors than they have been for many 
months, and this is the natural reflex of 





——— 





TABLE IV 
EARNINGS FOR COMMON STOCKS IN 1917, 
DIVIDEND RATES AND STOCK 
OUTSTANDING 
Div. Stock 
1916 Rate (Common) 
Outstanding 
$218,782,500 
151,945,593 
62,792,600 
130,117,029 
117,406,000 
249,590,400 
248,000,000 
499,265,700 
60,000,000 
272,822,900 
222,291,600 
112,378,900 


1917 
Railroad %o Yo 
Atchison . 12.30 
Balto. & Ohio. 7.88 741 
Ches. & Ohio..1440 10.95 
Chic. & N W...14.85 11.39 


° .P.. 7.33 
N. Y. Central.. $8.9 


i) 


7 17.19 
0.76 10.37 
10.94 

5.28 
12.63 
15.65 

1.85 


| coo | onunnew 


{Based on 3 months of new calendar oper- 
ating year; other figures are on basis of year 
ending June 30, next. 

§Par $50. 


the development first mentioned. In the 
main, it is based upon an assumption that 
relief will be extended to the railroads 
by the Interstate Commerce Commission 
through the granting of an advance in 
rates, although the most hopeful among 
investors do not figure on the full 15% 
allowance. For the rest, it is being as- 
sumed, and logically so, that the elimina- 
tion of train service luxuries, with the 
transportation service of the country on 
a war basis, will spell lower operating 
costs and larger gross and net: revenues. 

Another influential factor, though of 








rather closely prescribed direct effect as 
yet, is found in the fact that investors 
in railroad securities have been banded 
together under an able leadership, for 
the greater protection of railroad credit 
and, incidentally, in the interest of greater 
stability for security values. Investors 
have been awakened to the needs of the 
railroads in which they are so vitally in- 
terested as owners and creditors. They 
have begun to realize the need for co- 
operation in combating the false theories 
not only of shippers but of politicians. 
Out of their recent organization much 
future good is expected to grow. 

Viewed in a broad light, the stocks of 
the railroad companies occupy a much 
more favorable position at the moment 
than they have for many. weeks past. 
Certainly, it would appear that the worst 
in the general situation has been dis- 
counted in the prices now of record. 
They have moved up several pegs as ac- 
ceptable stock exchange collateral and in 
some instances preference has been given 
them over industrial and utility stocks. 
There has also been buying of late in 
some quarters of many of the railroad 
issues, those selected being mostly the 
issues which have preserved their divi- 
dend records intact or which have main- 
tained fairly well their potential posi- 
tions. 

Whether those who have been buying 
of late are satisfied that railroad stock 
values are now proof against further 
large shrinkage on the general principle 
that they have gone low enough to dis- 
count the worst in sight, or whether they 
believe that the railroads are actually on 
the main line toward better net earnings, 
improved credit and a more sympathetic 
public attitude, remains to be seen. 











Union Bag & Paper 


What a Visit to Its Chicago Plant Disclosed— The Extraor- 
dinary Paper Situation—What the New Company 
Is Doing—Position of Stock 





By A. U. ROSENTHAL 





PN 1000 80%—Little do most of 
us realize the significance of 
these small letters. Little do we 
realize the huge amounts of 

money involved, the brain necessary, the 
brawn employed. The extensive mills 
and factories, the expensive machinery, 
the intricate and scientific system re- 
quired to give these little symbols a 
meaning! How many of us know more 
about one of the huge industries in which 
we are partners, of which we hold stock 
certificates, other than there are so many 
shares, the company makes such and such 
a product, and that so much is being 
earned? Experience shows us that trad- 
ers, speculators and a very large majority 
of investors know practically nothing 
concerning their property, infinitely less 
about the product, how it is made and 
marketed. Do you know that hundreds 
of tons of paper made from acres upon 
acres of timber shipped from the woods 
of Canada, one-third of the way across 
our continent, to a huge factory in Chi- 
cago, fed through lightning-like ma- 
chines turn out the little bags that hold 
penny candy? And all this gives those 
little symbols a meaning, a meaning far 
more concrete than mere profits and divi- 
dends, advances and declines in market 
value. 


Extraordinary Paper Situation 


For two years we have been confronted 
with amazing situations in all branches 
of trade. Phenomenal profits are taken 
as the rule instead of the exception in 
these days, and to say that the situation 
in the paper industry is extraordinary 
is to say nothing new. The prices for 
all grades of paper have advanced tre- 
mendously, and paper bags are selling at 
the highest price in their history. 

“War babies” then in every sense of 
the name are our paper stocks. Lifted 
from a state of seemingly hopeless pov- 


erty, they have become one of the features 
of a featureful market. 

Thoroughly cognizant of the possibil- 
ities. for profit from this source, the 
bankers have seized an opportunity to 
make a real concern, a concern with a 
fair capitalization and good management 
out of one that was a failure in the past 
and was so equipped that a golden oppor- 
tunity for big profits was being wasted. 
Out of the chaos of a rambling organiza- 
tion, excessive capitalization and bur- 
densome contracts and guarantees the 
Union Bag & Paper Corporation was 
born. 

The Past and Now 


The old Union Bag & Paper Company 
was incorporated in 1899. 

The Union Bag & Paper Corporation, 
the concern in which we are interested, 
was formed by a consolidation of the 
Union Bag & Paper Co. and the Riegel 
Bag & Paper Co. under an agreement 
dated August 22, 1916. The new com- 
pany merged the three aforementioned 
lumber companies into a new company 
known as the St. Maurice Paper Co., 
Ltd. About a year ago the Union Bag 
& Paper Corporation put into operation 
a new plant at Chicago for producing 
paper bags. As the result of opening 
this modern plant the bag factory at 
3allston, New York, has been closed 
down. This move was made because the 
factory at Chicago is in a much better 
location to serve the trade. The factory 
at Ballston was too close to another of 
the company’s bag concerns. 

During 1916 the company took over 
the Cheboygan Paper Co., of Cheboy- 
gan, Michigan, the transaction involving 
a payment of $550,000 cash and the as- 
sumption of an issue of $1,000,000 of 
bonds on the property. It is admitted 
by the officials of the company that more 
was paid for this concern than it was 
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worth, but the managers expect to make 
up for the excessive price by obtaining 
high prices for the paper produced there 
within the next year. 

In January of this year the corpora- 
tion purchased the stock of the Badger 
Bag & Paper Company, of Wausau, Wis. 
This concern is a manufacturer of paper 
bags, with a much smaller daily capacity 
than the Chicago plant. 

It is estimated that when the altera- 
tions are completed on all the properties 
(the only one behind now is the Cape 
de Magdeleine, a paper mill for the pro- 
duction of newsprint), the plants will 
have a daily ca- 


seems superfluous, yet a trip through the 
huge Chicago unit of the Union Bag & 
Paper Corporation impresses one with 
the “bigness” necessary to produce so 
simple an article. From the freight car 
sidings and unloading platforms to rest 
and recreation rooms at the top of the 
building efficiency and economy are the 
watch-word. Everything is timed and 
tabulated for the least slip in a single 
machine, or the least waste by a single 
operator may result in a loss on a large 
order. 


Not at Capacity 


From the trade 





pacity “of 220 tons 
of paper, 60 tons 
of ground wood 
pulp, 150 tons of 
sulphite pulp and 
between 25,000,- 
000 and 30,000,000 
bags. 

When the old 
company was re- 
organized the en- 
tire capital stock 
of the new com- 
pany was issued, 
under the terms of 
the consolidated 
agreement, in ex- 
change ffor the 





standpoint I find 
that although 
money is_ being 
made, these plants 
are operating at 
nowhere near their 
capacity, due to 
the timidity of 
buyers rather 
than an oversup- 
ply. The bag buy- 
ers have been ex- 
pecting a slump in 
the price of bags 
for some time, and 
have been  pur- 
chasing only just 
what they needed. 





stock of the Union 
Bag & Paper Co. 
Such exchange 
was made on the basis of eight-elevenths 
of one share of stock of the new company 
for each share of preferred stock of the 
Union Bag & Paper Co., and one-eighth 
of one share of stock of the new com- 
pany for each share of common stock 
of the Union Bag & Paper Co. The ex- 
change works out as shown in Table I. 
From this table it will be seen that the 
capitalization was. reduced by $17,000,- 
000. . Surely, when a company that has 
been in business for years is so read- 
justed that $17,000,000 of “water” is 
squeezed out at one stroke it is time for 
the financial community to sit up and 
take notice, disregarding all other phases 
of the situation. : 

Paper bags are such familiar articles 
that comment on their manufacture 


How the Union Bag & Paper Co. Labels 
Its Products 


According to the 
managers of the 
Chicago factory 
these people cannot hold off very much 
longer and, therefore, this business 
should be stimulated in the near future. 
They claim that there will be no reduc- 
tion in the price of bags, and as a matter 
of fact are confident of an advance in 
price in the near future, and I believe 
that they are correct. 

The Chicago factory which I visited is 
a well operated plant, and if the business 
is to be had there is no reason why they 
cannot fill orders as cheaply and as 
quickly as any other factory in the 
country. 

During the early part of 1916 the bag 
end of the business made a poor showing 
because at that time bags sold at their 
lowest price, due to keen competition 
and trouble among manufacturers. Be- 
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fore the latter part of the year bags were 
selling at the highest price in their his- 
tory. I am informed that the large man- 
ufacturers have reached some sort of an 
agreement to maintain the price, thereby 
eliminating cut-throat competition. Al- 


troublesome. I gather that the paper 
mills are having much more trouble with 
labor than the factories. It is very often 
impossible to get the full complement of 
help, especially in the sawmills. The 
news mill of the St. Maurice Paper Com- 








TABLE I 
UNION BAG & PAPER CORPORATION. 
Basis of Exchange of U. B. & P. Co. Stock for Corporation Stock. 


Union Bag & Paper Co. Stock 
Issued 
Amount 


Preferred 
Common 


$27,000,000 


Union Bag & Paper Corporation 
Basis of 


Exchange 


8/1l 


Capital Stock 
1/8 “ “ 


$10,000,000 








though the Chicago factory is only ship- 
ping about 15,000,000 bags per week as 
against an ordinary. week of between 
30,000,000 and 40,000,000, a fairly sub- 
stantial profit is being made because of 
the low price at which they are able to 
obtain paper. It is admitted, however, 
that on the present output the Chicago 
factory would not pay for itself in ordin- 
ary times. 


pany is nearly completed; the sulphate 
paper mills, however, are the mainstay of 
the company’s business at present. The 
mill is running at about half its capacity 
and the sulphate plant has just started. 
This plant is expected to be a big money 
maker for the corporation. The com- 
pany expects no trouble on account of the 
newsprint situation, as they claim that 
if they are not given a fair price for 








TABLE I 
UNION BAG & PAPER CORPORATION. 
Operations of Old Company and 3% Months’ Results for New Company. 


Mfg. 
Profits 
$2,832,277 
363,909 
833,305 
546,356 
554,25) 


Operating 
Income 
$2,592,078 
124,653 
585,050 
289,830 
296,741 
781,475 
806,380 
797,869 
857,503 
985,343 


1,055,399 
1,088,963 
1,276,759 


Preferred Common 
Stock Stock 
% Earned % Earned 


**15.83 


Net 
Income 

$1,582,792 
*84,480 
365,912 
59,534 
42,993 
578,995 
609,245 
593,258 
682,844 
819,224 


Surplus 
$1,232,792 
480 


365,912 

59,534 
287,007 
138,995 
169,245 
153,256 
242,844 
379,224 


3.33 
0.55 
0.39 
5.26 
5.24 
5.39 
6.21 
7.45 


+ Net income of new co. from Oct. 4, 1916 to Jan. 31, 1917. 
** Earned on $10,000,000 capital stock of new company. 
$1917 results for new company—1908 to 1916 inclusive operations of old company. 








Other difficulties that the bag factories 
have been experiencing are freight em- 
bargoes, which have very nearly tied up 
the plants several times because of the 
inability of the paper companies to get 
the raw material to the factories, and then 
again the labor situation is sometimes 


their product they will shut down, and 
this would hurt the consumer more than 
paying the price they ask for the news- 
print. 


What the New Company Is Doing 
Despite high labor costs, extraordinary 
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freight rates and other embarrassments, 
the company under its present efficient 
management and fair capitalization is 
making an excellent showing. As stated 
above, the old Union Bag & Paper Com- 
pany had a difficult time keeping its head 
above water. As late as 1916 a deficit 
of $84,480 was shown. The net income 
of the new company for the period from 
Oct. 4, 1916, to Jan. 31, 1917, after de- 
ducting $821,763 representing the pro- 
portion of income of the Union Bag & 
Paper Company for the period from Feb. 
1 to Oct. 4, 1916, applied in reduction 
of property account, was $1,582,792, 
which was equivalent to 15.83 per cent 
on the $10,000,000 capital stock of the 
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new company. For the present year 
earnings are running at an equal rate. 
For the quarter ending April 30, 1917, 
the company showed net earnings, after 
deducting repairs and maintenance, of 
$863,733 ; $241,032 was written off for 
depreciation, interest charges and re- 
serve, leaving a net balance for the three 
months of $622,689, or at the rate of over 
$2,500,000 a year. The amount earned 
in the first three months is more than 
sufficient to take care of the full dividend 
requirements on the capital stock for the 
whole year. Of course, this result is not 
up to the expectations of some who esti- 
mated that the company would show over 












$50 per share for the year. If business 
in the bag end of the industry picks up 
the company should come out of the year 
with 25 per cent. earned on its stock. 
However, in giving an estimate, I would 
hesitate to place net earnings at any 
more than between 20 to 25 per cent. 


Assets and Management 


There have been prejudices in the past 
against the Union Bag & Paper Co., but 
these can be entirely set aside now. Its 
successor cannot be said to be over-capi- 
talized, as on the balance sheet for the 
fiscal year ending Jan. 31, 1917, the com- 
pany’s properties, including operating 
plants, water power, etc., are appraised 
at $9,130,436, whereas President Wallace 
in a conservative estimate appraises them 
at $1,£C0,000 greater than allowed on the 
balance sheet. Supplies, merchandise, 
etc., on hand were drawn up at cost. 
On Jan. 31, 1917, the net assets applicable 
to the capital stock amounted to $11,- 
232,792, or $112 per share. The new 
management has swept its old and use- 
less machinery out of the way, and the 
officials from the president down are men 
of long experience in the paper and bag 
industry. 


New Stock’s Position 


Union Bag & Paper, then, has been re- 
born. The rehabilitation has been accom- 
plished at a most opportune time. The 
stock of the new company has passed 
through the initial stages of enthusiasm 
and mystery and now seems to have 
swung to the other end of the pendulum. 
While there is no doubt that the present 
prosperity in the paper industry and 
necessarily the bag end of the industry is 
abnormal, and is not likely to outlast the 
war, the Union Bag & Paper Corpora- 
tion, under its present capitalization and 
management, will be a big money-maker 
as long as present conditions prevail. In 
normal times the difficulties of the past 
will be largely obviated and the concern 
should take its place as one of our big, 
sound industrial corporations. Around 
its present price of 80 the new stock is 
selling on a basis of peace times instead 
of phenomenal profits, and therefore de- 
mands consideration as an attractive 
speculative investment. 
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Digest, Notes on aes Utilities, Oil Notes and Mining 


Industrial 
of the latest news re 


ioned. The items 


—? companies menti 
so stated. Neither THE MAGAZINE OF WALL STREET 


nor the authorities for the various items guarantee them, but they are selected 


with the utmost 


care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments should not be made without further corroboration.—Editor. 





RAILROADS 





Lines——Two steamers have been 
taken over from this company by the United 
States Government, constituting the first 
requisition upon the company’s tonnage. 
The feature of this taking is that these 
steamers will earn under the charter prices 
allowed by the Government three times at 
least what they have been earning on the 
company services where they have been 
employed. 

Alabama Great Southern—The N. Y. 
Stock Exch. received application to list 
$1,812,000 additional first consolidated mort- 
gage 5% bonds, Series A, due Dec. 1, 1943. 


B. & O.—April report showed a gain in 
gross of $1,251,474, or nearly a monthly rec- 
ord for the property. As has been the case 
for some time past, most of this was eaten 
up in the increased expenses, so that the 
net increase for the month was but $553,754. 
The same condition was noted for the four 
months of the fiscal year, except that, for 
the longer period, the net has been reduced 
to $319,710. 


B. & O. Southwestern.—The Ohio P. U. 
Comm. authorized the road to issue $3,265,- 
000 bonds to bear 5% interest and run 78 
years. They are to be delivered to the Co., 
for funds advanced by the road for improve- 
ments. The bonds are secured on the road’s 
Ohio and Indiana property. 


B. & M.—The settlement of a strike of 
2,000 employees of the road, including 
freight house clerks, freight handlers and 
baggage men, has been announced. 


Carolina, Clinchfield & Ohio. — Earnings 
for April show gross, $359,064; net, $153,158; 
surplus after charges and taxes, $79,060. 


Chesapeake & Ohio—Earnings for April 
show gross, $4,432,600; net after taxes, $1,- 


220,344; surplus after charges, $701,411. 


Cc o & Alton.—Earnings in April show 
gross, $1,600,200, against $1,252,347 last year, 
and net after taxes, $377,484, against $266,- 

* 539 in 1916. 


Chicago Great Western.—Consolidated 
balance sheet, as of Dec. 31, 1916, shows a 
profit and loss surplus of $6,214,210, com- 

red with $5,316,953 June 30, 1916, and 

524,255 June 30, 1915. The net income 
of $2,335,368 is equivalent to $1.27 a share 
on 452,105 shares of common stock, after 
allowing for full dividend requirements on 
the preferred stock. 


Len Milwaukee & St. Paul—April 
gross of $9,330,909 compares with $8,748,558 
of last year, with net after taxes of $2,155,- 
094, as against $2,132,729 in 1916, 


Chicago, Rock Island & Pacific—April 
gross shows $6,702,269, as against $5,761,978 
last year, with net after taxes of $1,496,861, 
against $1,426,802 in 1916. Company filed 
with Ill, P. Comm. a petition asking 
authority to issue $65,000,000 preferred stock 
pursuant to reorganization. 


Delaware & Hudson.—Has increased its 
rates of fare for the Pennsylvania division, 
the second to be made within a year. From 
five to ten cents is added to the return trip 
fare between all stations between Carbon- 
dale and Wilkes-Barre. 


Great Northern—In anticipation of a 
good ws and liberal grain movement, will 
spend 50,000 at once on Fridley and 
Northtown terminals in North Minneapolis. 
Great Northern in 1916 completed a 3000. 
car terminal at Fridley, but now will add 
two tracks to the Union terminal in South- 
east Minneapolis, making a four-track con- 
nection, and will build a roundhouse and 
classification ward in Fridley. 


Hocking Valley—Net income of $1,376,- 
127 is equivalent to $12.51 a share earned 
on 110,000 shares of outstanding capital 
stock, compared with $6.84 a share earned 
in 1917. Balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $7,720,688, 
compared with $7,029,630 Dec. 31, 1915. 


Lehigh Valley.—Report, six months ended 
Dec. 31, 1916, shows: Gross, $25,718,557; net 
after taxes, agp oe surplus after charges, 
of $4,002,645; equivalent to $3.30 a share 
earned during the six months’ period on 
1,210,034 shares of common stock of $50 par 
value after allowing for dividends on the 
preferred stock. In the six months’ period 
preferred stockholders received $5,315 in 
dividends and the common stockholders 
$3,025,085. Balance sheet, as of Dec. 31, 
1916, shows a profit and loss surplus of 
tg a compared with $23,961,863 June 


Missouri Pacific—The common stock of 
the newly reorganied Missouri Pacific will 
be placed in a five-year voting trust to en- 
sure that the plans for the property laid out 
by the reorganizers can be carried out with- 
out danger of interruption by changes in 
control. Consolidated general balance sheet, 
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as of Dec. 31, 1916, of the system, including 
the St. Louis, Iron Mountain & Southern 
Ry. Co., shows a profit and loss surplus of 
$1,308,293, compared with a debit balance 
of $1,589,141 June 30, 1916. 


N. Y. Central—The N. J. P. U. Comm. 
authorized this company to make two bond 
issues, one of $70,000,000 and one of $10,- 
000,000. The larger issue is of 4% consoli- 
dated mortgage gold bonds to retire a sim- 
ilar amount of old bonds of the N. Y. C. 
& H. R. R. R., the predecessor company. 
The smaller issue is of 444% refunding and 
improvement mortgage bonds. 


Pennsylvania.—Completed at its shops in 
Altoona the first of the new type electric 
locomotives to haul heavy trains around 
Horseshoe Curve and over the summit of 
the Allegheny Mountains, when the main 
line between Altoona and Conemaugh has 
been electrified. Announcing a revision of 
its passenger train schedule, the company 
stated that the sole purpose was to increase 
immediately the movement of foodstuffs and 
other necessaries of life and to clear the 
lines for Government supplies and troops, 
which must be transported on a large scale. 
The management expects shortly to reduce 
the service east of Pittsburgh by 6,000 train- 
miles a day. The means taken will include 
consolidation of trains, elimination of trains 
on which patronage is very small, reduc- 
tion of a number of restaurant, parlor and 
sleeping cars and decreasing or possibly dis- 
continuing club and observation cars. 


Pere Marquette.—The first monthly state- 
ment of earnings covering April, 1917, shows 
operating revenues of $2,135,987, net earn- 
ings $774,896, and the balance before deduc- 


tions for interest $509,605. 
the month was $368,889. 


P., C., C. & St. Louis.—The earnings for 
the first four months of 1917 indicated that 
the road will have to show considerable im- 
provement to earn a semi-annual dividend 
of 2%4% in the first half of 1917, which will 
equal the rate, namely 5%, paid in 1916 on 
the common and preferred stocks of the 
old company, before the absorption of vari- 
ous Western Iines which have been in the 
Pennsylvania system. “Panhandle” surplus 
earnings over fixed charges in the four 
months ended April 30, 1917, amounted to 
$910,704, a decrease of $626,916, compared 
with the same period of 1916, which is $501,- 
368 less than the amount required for the 
four-month proportion of a 5% dividend. 


Southern Pacific—Has adopted plans for 
the construction of 1,300 freight cars in its 
shops there. The price of this class of equip- 
ment has advanced from $1,300 to $1,900 
each within the two years, and it is prac- 
tically impossible to place orders with any 
certainty of delivery in less than a year’s 
time. The railroad will require a large quan- 
tity of lumber for the building of these cars, 
but the shops are situated close to the lum- 
ber mills. The new cars, it is expected, will 
be in service within several months. 


Union Pacific—Of the April increase of 
25.3% in gross earnings there was a $1,602,- 
394, or 25.7%, increase in freight revenue, 
and $314,430, or 21%, increase in passenger 
revenue. Maintenance of way expenses ad- 
vanced 182%, and maintenance of equip- 
ment 15.3%, while transportation cost 32.3% 
more than April, 1916, due chiefly to in- 
creased wages. 


The surplus for 





ee 





Industrials 





Acme Tea.—Sales for the four weeks ended 
June 2, 1917, were $2,076,893, compared with 
$1,328,463 1916, a gain of $748,430, or 57.8%. 
For the first five months of 1917 sales were 
$12,704,558, compared with $8,724,626 for the 
same period of 1916, a gain of $3,979,932, or 
45.7%, 

Adams Express.—The 1916 surplus after 
charges of $1 969,104 is equivalent to $19.69 
a share on 100,000 shares of capital stock 
outstanding. Balance sheet, as of Dec. 31, 
1916, shows a profit and loss surplus of 
ar ay compared with $9,990,241 June 

, 1916. 


American Can.—Announced the declara- 
tion of the regular quarterly dividend of 
134% and a further dividend of 144% on the 
preferred stock, both payable July 2 to stock 
of record July 15. The declaration of 14%, 
in addition to the regular quarterly dividend 
of 134%, reduced the accumulated dividends 
on that issue to 7%. This is the first dec- 


laration on account of back dividends in 
four years. 

American Car & Foundry.—Declared an 
extra dividend of 1% and a quarterly divi- 
dend of 1% on the common stock, in addi- 
tion to the regular quarterly dividend of 
14% on the preferred, all payable July 2 
to stock of record June 12. In addition to 
the 6,500 cars just purchased from this com- 
pany by Russia an order has been received 
for 1,000 cars for the Atchison, Topeka & 
Santa Fe Ry. Co. 


American Locomotive.—Officials are con- 
fident that the Co. will secure definite con- 
tracts for 250 engines from Russia, for which 
tentative orders already have been given. 
Locomotive builders in the U. S. have or- 
ders enough ahead to keep them busy for 
many months. 

American Smelting & Refining. —Although 


earnings are the largest in its history, with 
prospects that they will continue to increase 
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throughout 1917, it is understood no action 
will be taken toward increasing the 6% divi- 
dend on the common stock while uncertainty 
exists as to the extent of the Government’s 
war tax. 


American Woolen.—The company has 
$62,000,000 unfilled orders for civilian ac- 
count—$10,000,000 more than total business 


of all kinds two months previous from May 
a $22,000,000 more than at the first of 


Bethlehem Steel—The N. Y. Stock 
Exchange received application to list 
$44,586,000 Class B common stock per- 
manent certificates in exchange for pres- 
ent outstanding temporary certificates. The 
Guaranty Trust Co. forwarded a statement 
to the holders of the Bethlehem Steel Co. 
secured 5% notes, stating that net income 
of the Bethlehem corporation for the first 
quarter of the current year exceeded $26 a 
share, or at the rate of over $104 a share 
per annum. 


Canadian Car & Foundry.—Shows com- 
bined profits of $1,292,104. Profits for the 
year totaled $353,255 after charging bond 
interest. Combined surplus Sept. 30, 1916, 
was $1,427,054. The combined orders on the 
books of the company and its subsidiaries 
show a total value of unfilled orders aggre- 
gating $23,500,000. 


Central Leather.—In connection with the 
recent large Government contracts for shoes 
this company sold $1,000,000 worth of sole 
leather. Has been the beneficiary of im- 
portant Government orders. It is under- 
stood that the total already booked calls for 
about $19,000,000 of leather. The company 
is co-operating in every way with the Gov- 
ernment to insure a supply of sole leather 
for army purposes and in return the Gov- 
ernment concedes the right of the company 
to a fair profit. 


Gaston, Williams & Wigmore.—Net earn- 
ings for April were $400,178. This is the 
best month that the corporation has re- 
ported and these earnings are entirely ex- 
clusive of earnings from the steamship com- 
pany or the foreign offices. The balance 
sheet as of April 30 shows net quick assets 
of over $16,000,000. Report, year ended April 
30, 1917, shows total net income for the 
period amounting to $3,242,209, equivalent 
to $10.80 a share on 300,000 shares of capital 
stock outstanding. Surplus for the year, 
after deducting $1,200,000 in dividends and 
$637,902 in reserves for doubtful accounts 
and contingencies, was $1,404,307; surplus as 
of April 20, 1916, was $4,624; profit and loss 
surplus as of April 30, 1917, amounted to 
$1,408,931. 


International Harvester of N. J.—Balance 
sheet, as of Dec. 31, 1916, shows a profit 
and loss surplus of $34,030,624, compared 
with $27,448,464 Dec. 31, 1915. Balance after 
preferred dividends of $8,582,159 is equal to 


$21.45 a share on $40,000,000 common stock, 
as against $16.19 a share earned on the same 
stock the previous year. 


International Harvester Corp.—Has aban- 
doned its former policy of not accepting war 
contracts and is filling an order for the U. S. 
Government for army supply wagons. 


International Mercantile Marine.—Net 
profits for the year ended Dec. 31, 1917, were 
equal to a balance of $26,299,596, or $51.23 
per share, on the $51,725,721 preferred. This 
is a very material drop from the promised 
earnings of $75 to $80 per share, which were 
in sight in August or September, 1916. 


International Nickel.—For the year ended 
March 31, earnings applicable to the 1,673,- 
384 shares of common stock were $13,023,- 
214, or $7.77 a share on that issue, compared 
with $11,748,278, or $6.70 a share in 1916. 


International Paper—The announcement 
that this company had settled out of court 
with Frank B. Storrs, who obtained an in- 
junction against the company’s financial 
plan, came as a great surprise to those 
stockholders who assented to the plan be- 
lieving it was the best settlement the com- 
pany was in a position to make. Mr. Storrs 
was the owner of 1,000 shares of preferred. 
Had the company settled the 3314% deferred 
dividends in cash he would have received 
$33,500. Under the plan he would receive 
14% in preferred or 140 shares, 12% in com- 
mon or 120 shares and 7%4% cash or 
$7,500. The company announced some time 
previously that over 90% of the preferred 
stock had already assented to the plan, so 
that this settlement assures the success of 
the company’s financial readjustment, as 
practically all outstanding stock has been 
deposited. 


Lackawanna Steel.—In its March quarter 
the company earned a balance for the stock 
of $15.07 per share, or at the rate of $60.28 
per share per annum. April net was about 
$2,100,000 and May recorded a progressive 
betterment of $2,300,000. It is expected that 
there will be a further slight gain in June, 
so that profits for the June quarter are ex- 
pected to slightly exceed $6,500,000, against 
$5,290,585 in the first three months of 1917. 


National Conduit & Cable—The N. Y. 
Stock Exch. announced that this company 
had made application to list 250,000 shares 
<. capital stock, without nominal or par 
value. 


Republic Motor Truck.—For April re- 
ported net earnings of $200,694, an increase 
of more than 260% over April, 1916. Net 
for the ten months ended April 30 was 
$1,016,855, compared with $343,368 in the 
corresponding ten months of the previous 
year. In the ten months’ period the balance 
after preferred dividends, paid and accrued, 
was $962,897, or at the rate of about $18 a 
year for the common stock. 
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Sears, Roebuck.—Reported May sales as 
$14,854,843, an increase of $3,985,946, or 
36.67%. Five months’ sales were $74,976,019, 
an increase of $18,595,107, or 38.02%. 


Standard Screw.—Directors are expected 
to place the common stock on a regular 24% 
annual dividend basis by declaration of a 
quarterly dividend of 6%. Stock books usu- 
ally close the same day that the dividend 
is declared. 


U.S. Cast Iron Pipe & Foundry.—Because 
of the continued sharp rise in the price of 
pig iron, this company has advanced prices 
of cast iron pipe $3 per ton, effective on that 
date. A further advance of $2 a ton is ex- 
pected to be announced early in 1917. 


U. S. Steel.—Produced 1,890,000 tons steel 
ingots in May, this being 15,000 tons greater 
than in April. The May output was only 
once exceeded in the history of the corpo- 
ration, but it is notable that daily rate of 


output in May was 5,000 tons less than in 
April, the difference bejng due to two more 
working days in May, as compared with the 
preceding month. 


Willys-Overland.—Has announced that it 
would retire 3% of its outstanding preferred 
stock in July, totaling 4,500 shares. 


Woolworth, F. W.—Reported sales for 
May as $7,590,442, against $6,812,098 in May, 
1916, a gain of $778,344, or 11.42%. For five 
months of 1916 the sales were $33,569,657, 
compared with $30,406,291 in the same month 
of 1916, a gain of $3,163,365, or 10.40%. 


Worthington Pump & Machinery.—An or- 
der for 750,000 high explosive shell bodies, 
the undistributed balance of the Govern- 
ment’s shell requirements, bids for which 
were opened May 15, it is supposed would 
be placed with this company. The company 
bid $4.60 each on 1;200,000 shells. 











RAILROAD COSTS 


The alarm with which the housewife views the 
rising cost of bread is paralleled by the concern 
shown by railroad officials over the way material is 
soaring to the skies. The housewife may cut down her 
consumption of bread and her husband may buy fewer 
cigars, but the railroads must rush right into the high 
market and get more equipment at any cost. To keep pace 


with the tremendous demand of the nation in this crisis the rail- 
roads must increase their facilities immediately, and they are doing 
it. Just what it is costing the railroads to live is shown by figures 
given out by R. J. Clancy of the Southern Pacific Company, who 
finds that in two years costs in some cases have advanced as much 
as 488 per cent. A few of the increases in cost follow: Locomo- 
tives, 75 per cent.; passenger cars, 50 per cent.; freight cars, 60 to 
80 per cent.; spikes, 130 per cent.; boiler steel, 301 per cent.; white 
lead, 353 per cent.; Manganese, 488 per cent.; nails, 103 per cent.; 
rivets, 200 per cent.; boiler flues, 169 per cent.; couplers, 112 per 
cent.; cast iron pipe, 173 per cent.; axles, 227 per cent.; steel tires, 
133 per cent.; bolts, 120 per cent.; fire box steel, 231 per cent.; jour- 
nal bearings, 121 per cent. ; and bar brass, 165 per cent.—N. Y. Sun. 
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Railroad and Industrial Inquiries 





United, Motors 


R. L. S.—United Motors has as yet issued 
no detailed statements of its financial posi- 
tion or earnings, and it is very difficult there- 
fore to get a definite line on the intrinsic value 
or prospects of the stock. However, a few 
weeks ago the president of the company issued 
a statement to the press to the effect that 
earnings for the fiscal year to end June 30 
next would equal about $9 a share on the 
stock. According to his figures, which placed 
the gross estimated business of the com any 
at $34,000,000, and the net profits at $10,000,- 
000, the company would realize a margin of 
about 30 per cent. net on its gross business. 
You can readily appreciate what a_ wide 
margin of profit this is. Even if the United 
Motors is able to realize such a wide margin 
of profits on its business this year, it is out 
of the question to expect anything like an 
-— margin on next year’s business, because 
of the largely increased expense of manufac- 
ture, due to higher material and labor costs 
and because of the keener competition which 
operates against the company making advances 
in its selling prices sufficient to offset the in- 
creased cost of manufacture. United Motors 
is a heavily overcapitalized concern, the stock 
of which was floated at tremendously inflated 
values during the period when the public was 
eagerly absorbing practically any motor stock 
offering. Of course, the issue has undergone 
a very severe decline from its high level last 
year of around 90, but we doubt if it is 
intrinsically worth its present selling price. 
As a speculation, the stock has certain pos- 
sibilities and it may rally considerably because 
of a strengthened technical market position, 
but we consider it risky and do not recom- 
mend its purchase. If you are holder of the 
stock, you should watch your opportunity to 
get out of it on any substantial speculative 
advance in the near future. 


Va.-Caro. Chemical. 


T. W. W., Spokane, Wash.—Virginia-Caro- 
lina Chemical fiscal year ends May 31. The 
annual report covering the fiscal period will 
probably be issued within the next month or 
two. 

This stock would be in a very favorable 
market position were it not for the fact that 
the general list has apparently entered the 
zone of distribution. We are looking for de- 
clines all along the line, and it is quite pos- 
sible that Virginia-Carolina Chemical will be 
affected. In considering the position of this 
stock you should remember that on the basis 
of earnings and dividends it is selling com- 
paratively high. It has attractive possibilities, 
however, as a long pull semi-speculation and 
is well worth watching with a view to pur- 
chasing when the trend of the market again 
turns definitely upward. If you are a holder 
of the stock, and have a profit in it, you 
— protect that profit with a stop loss 
order. 


Westinghouse Electric 


F. A. N., Medford, Mass.—Westinghouse 
Electric earned in the fiscal year ended March 
31 the equivalent of a little over $12 a 
share on its present outstanding common 
stock. These earnings were not up to 
estimates made a year ago, but were never- 
theless very satisfactory. The company 
failed to obtain the profits expected from its 
Russian contracts, but the situation with re- 
gard to the remaining orders to be filled on 
the Russian contract has recently been im- 
proved because of a new agreement entered 
into with regard to fulfillment. It has been 
reliably stated that the Westinghouse Electric 
Company received $15,000,000 in settlement 
for work done for the Russian government, 
and that this money was advanced out of the 
loan made to Russia by the United States gov- 
ernment. 

The company is undoubtedly in a very much 
strengthened position, and it bids fair to show 
very large earnings in the current year, for 
it is booked ahead on contracts at high prices 
and the outlook for a big business on its 
regular lines is very promising. Further- 
more, the company stands to receive contracts 
from the United States government. While 
these contracts will not allow of a very large 
margin of profits, they will undoubtedly pro- 
duce a moderate margin. 

Under the circumstances, the stock has very 
attractive s lative possibilities, but we are 
decidedly of the opinion that the present price 
discounts the investment value. After the war 
is over, the company can not be expected to 
show’ any such earnings as it has in the last 
year or So. You would therefore not be war- 
ranted in holding the stock too long, and we 
suggest that you watch your opportunity to 
get out of it on a strong market. 


Lehigh Valley 


M. B. H., N. Y. C—Lehigh Vatiley is in a 
weak investment position, as there is consider- 
able question as to the ability of the road to 
maintain the present 10 per cent. dividend. 
Rising costs of materials and labor have had a 
decidedly unfavorable effect on the earning 
position of Lehigh Valley. Even if the full 15 
per cent. rate increase is granted, it is doubt- 
ful if there will be an offset to increased ex- 
pense of operation. We always hesitate to 
suggest that our subscribers take heavy losses 
in stocks, which they hold. If you made up 
your mind to keep your Lehigh Valley for a 
number of years, you could count on its re- 
covery to the price you paid for it. But if 
the dividend is reduced and unfavorable con- 
ditions which the road is now contending with 
are aggravated—a contingency which must be 
reckoned with in view of the outlook for a 
long war—you may have to watch your stock 
decline considerably below its current level 
and you may lose opportunities to invest the 
money you have tie Be Lehigh Valley to 
very great advantage elsewhere. 


(386) 











RAILROAD AND INDUSTRIAL INQUIRIES 





American Can 

S. F. S., Harrisburg, Pa—American Can is 
a highly speculative issue. This company has 
been placed in a somewhat more favorable 
position recently as the result of the United 
States Government loan to Russia, for the 
company had on its books a large volume of 
Russian contracts. American Can may very 
likely benefit by the placing of United States 
Government orders for munitions, and other 
supplies in connection with the war. How- 
ever, the profits which it may be able to 
realize on such contracts is an uncertain 
quantity. Therefore the possible profits in 
such contracts must be regarded purely from 
the speculative standpoint so far as the market 
effect on the stock is concerned. If these 
orders materialize and the company success- 
fully completes its Russian contracts at a 
profit, there will undoubtedly be good basis 
for a speculative movement in the stock, such 
a movement would hardly take place, how- 
ever, unless market conditions generally were 
favorable to advancing prices. That is not 
the case now, for the market has entered a 
zone of distribution and a substantial setback 
in prices is to be expected. As for the near- 
ness of American Can, common, to dividends, 
we do not think there is any prospect of pay- 
ments before the end of this year. There is 
still a considerable amount of back dividends 
to be paid on the preferred stock before the 
common is entitled to receive anything. 
Under the circumstances, we cannot recom- 
mend the stock for a speculative or invest- 
ment purchase at this time, and especially 
for a decided increase in market value in the 
near future. 


Railroad Investments 


A. N. B—We are not recommending the 
purchase of practically any of the railroad is- 
sues, altho many of them are selling on an 
attractive price basis at this time. In our esti- 
mate, there are too many uncertainties in the 
general railroad outlook that will make for a 
continuance of the instability of prices that 
has been witnessed in the past seven or eight 
months. Until the rate decision, now before 
the Inter-State Commerce Commission, is de- 
cided and until some means are adopted by 
which railroad credit will be insured greater 
protection, the railroad issues will not be at- 
tractive. 


Erie 


L. F. T—As the Erie, like a good many 
other railroads in congested Eastern territory, 
is likely to share least in the rate advance, 
the prospect is for a further decline in 
market price for the stock. On any favor- 
able rate decision rails may be regarded as 
likely to respond marketwise to a limited ex- 
tent, and in such response Erie would share. 


But it seems to us that until something is 
done to bolster up railroad credit erally, 
nothing in the nature of a substantial advance 
in market value need be looked for. Erie at 
the present time may be regarded as in a 
fairly well protected financial position. Like 
many other Eastern and Middle Western car- 
riers, however, the co y has refrained 
from coming into the maket for its financial 
needs, owing to the high premium it would 
have to pay in contrast with the rate or cost 
at which industrial companies can effect their 
financing. Erie under the Underwood regime 
may be regarded as having been lifted sub- 
stantially out of the possibility of another 
bankruptcy. Operations are being conducted 
with increasing efficiency and physical im- 
provement is not being lost sight of. The 
stock should ultimately show a big apprecia- 
tion on its present market price, but it is not 
a favorable time to buy it. 


Chic., Mil. & St. Paul 


M. W. H., Trenton, N. J.—Chicago, Mil- 
waukee & St. Paul is in a weak investment 
position because it is not entirely certain that 
the dividend can be maintained on the stock. 
This road is earning its dividend by a com- 
paratively small margin. Its bonded debt has 
been very heavily increased in the last several 
years by reason of heavy expenditures in 
the opening of new lines, notably the Puget 
Sound Extension. The company is continually 
adding increased mileage in electrically oper- 
ated lines in Montana and plans to complete 
the fourth and last unit between Alberton, 
Mont., and Avery, Idaho, very soon. The St. 
Paul will then have 440 miles of electric lines 
in operation across the Rocky Mountains. 
This is a great undertaking, and there is no 
doubt of its ultimate success, but before the 
extensions are established on a firm earning 
basis, they may prove more or less of a 
burden on the company. 


Liggett & Myers 


C. C. S., Brooklyn, N. Y.—Liggett & 
Myers and American Tobacco preferred are 
both very high class preferred stock issues 
possessing a high degree of safety as to 
principal and income. You would be un- 
wise to sell these stocks at a loss now, but 
at the same time it would not be advisable 
for you to buy more, even though you de- 
sire to invest in them for safety and income 
only. We say this because we are expectin 
lower prices generally, for even the high 
grade investment stocks, if the war is pro- 
longed and additional government loans are 
necessitated. The effect of the Liberty Loan 
on the investment market is a criterion of 
what may be expected if a 4% isste is 
floated. 
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Bond Values in Dollars and Cents 


Factors the Investor Should Consider in Analyzing His List 
of Securities — Importance of the “Flat Yield” — A 
Method for Determining One’s Investment Status 





By MARTIN OPPENSHAW 





O fixed a habit has it become 
among bondmen to sell bonds on 
the basis of the yield they 
give as shown by the bond 

tables, that any one attempting to apply 
different standards is apt to get into 
trouble with the professional, although 
the man in the street, as a rule, is quite 
willing, and even eager, to listen to and 
apply other methods. The conservatism 
of the professional bondseller is en- 
gendered by the deep rooted conviction 
that a bond is a bond, though the heavens 
may fall, and that under all circumstances 
will it be paid off at par when the date 
of maturity arrives. 

Irrespective of the fact that occur- 
rences in recent years have demolished 
this theory in only too many instances, 
the average bondman still clings to it 
with the touching affection born of long 
habit, in the face of numerous and well 
justified demands for reform in this par- 
ticular line. 

The table herewith,-which represents 
an appraisal of 6 imaginary bonds (they 
have to be so for obvious reasons) illus- 
trates very well that there are other and, 
I believe, better ways to judge a bond 
and arrive at its real attractiveness from 
the investor’s point of view. 


The Flat Yield 


Now here it will be seen that along 
with the yield basis on which bonds are 
now sold, the actual flat yield is shown, 
that is to say the actual return an in- 
vestor would get on the basis of present 
values, or, on the amount realizable, 
since a bond, just as any other com- 
modity, is worth only what it will fetch 
in the market. (I could have shown 
the actual return on the money invested, 


had it not been that I am desirous to 
show other things besides the difference 
in the two yields. ) 

A glance will show that there is a 
considerable difference between the last 
two columns headed respectively “Yield” 
and “Flat Yield.” The column headed 
“Yield” represents the yields which it is 
the practice of bondsellers to sell bonds 
by, while the last column shows the 
flat yield, calculated on the same basis 
as that on which the yield on any com- 
mon or preferred stock is calculated. 

To explain the thing more clearly, it 
is perhaps as well to briefly elucidate each 
item of the 6, which represent imaginary 
bondholdings of a thousand dollars each. 


Example 1 


Here we have the first, Foreign 
Securities 4’s. The bond is supposed to 
have been purchased at 97, is now sale- 
able at 9614, and thus shows a loss of $5. 
It is redeemable at par in 1919, which on 
the purchase price of 97 would represent 
a profit of $30. Assuming that this profit 
will accrue in due course, the return on 
the investment, based on the selling price 
of 96%, is 5.87 per cent. Supposing, 
however, the holder, through unforeseen 
circumstances, is compelled to sell the 
bond to-day, this profit of $30 does not 
accrue to him, and therefore, so far as 
he is concerned, he is only getting a yield 
on his investment of 4.15 per cent., which 
is a vastly different thing to the yield of 
5.87 per cent. 

Example 2 

Take the second instance, which is 
somewhat different. Here he has pur- 
chased Colonial 5’s at 99. The present 
selling price is 101, representing a profit 
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of $20. The bond is redeemable at par, 
and callable, should the issuing party so 
choose, at 101. For purposes of calculat- 
ing the profit on redemption, however, 
the redemption price of 100 must serve 
as a basis. On this, then, there would be 
a profit of $10. The yield, by putting in 
the bond at 101, would be 4.70%, seeing 
that the redemption price is par and the 
present price 101, which must be allowed 
for, while the flat yield is more, viz: 
4.95%. In this case, however, it is not 
the difference in the two yields which 
should decide a holder whether he should 
sell or retain, but the fact whether he 
makes more by selling or by holding on. 
In this case the present price is 101, the 
same as the price at which the bond may 
be called. There is consequently no 
profit in holding the bond since by sell- 
ing it now he reaps a larger profit than 
by holding to redemption, which may 
only be at par, while he can make no 
greater gain if the bond is called at 101. 
The utmost profit he can make is $20 per 
bond, which the present market price 


shows him. Hence, other things being 
equal, he should take this profit. 


Example 3 


Yet another case is presented by the 
third bond, Black Coal 6’s. This was 
purchased at 98, is now quoted at 106, 
and thus represents a profit of $80. The 
bond is redeemable at par, but the com- 
pany has the right to call it at 105. The 
assumption is that this right is likely to 
be exercised, hence the comparatively 
high selling price of the bond. Here, 
as in the previous case, the flat yield is 
higher than the yield which is based on 
the redemption price of par, but as the 
holder might choose to take his profit, 
which would be greater than if he held 
the bond until maturity, the yield which 
counts is the actual flat yield on the in- 
vestment based on the present selling 


price. 
Example 4 

We now come to the fourth case, Pub- 
lic Light 5’s, which was purchased at 
103, is now quoted 984, and thus shows 
a loss of $45. It is redeemable at par, 
although callable at 102, but assuming 
that it will be redeemed at par, there is 
a loss on redemption of $30. The yield, 








HOW THE INVESTOR MAY TABULATE HIS BOND HOLDINGS TO SHOW EXACTLY HOW HE STANDS 
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on the basis of 9814, due in 1944, is 
5.10%, while the flat yield is 5.08%. A 
holder would have to decide at the hands 
of reliable advice as to the company’s 
progress and status whether he will hold 
on for the chance of a recovery, or if he 
will take his loss, in other words is he sat- 
isfied with a yield of 5.08%, or can he do 
better. 
Example 5 

The fifth case is different yet, because 
here the present loss would be $115, 
which, if held to redemption will be con- 
verted in a profit of $60, provided al- 
ways there is no reconstruction by means 
of which the bondholder loses a good part 
of his invested capital. Here the differ- 
ence in the two yields is shown most 
clearly, for the professional man calcu- 
lates that there will be a considerable 
profit on redemption, which would make 
the yield 5.12%, whereas in actual prac- 
tice the investment, based on the present 
selling price, only yields 4.85%. Wheth- 
er this is enough, the holder must decide 


for himself. 
Example 6 

The last case shows a profit on the in- 
vestment of $10, which, if held to matur- 
ity, is wiped out and converted into a loss 
as compared with the purchase price of 
$10. The flat yield in this case is higher 
than the yield which takes account of the 
difference between redemption price and 
present price. There being a possibility 


of the bond being called at 103, a holder 
would probably be justified in retaining 
the bond. 

The foregoing, I think, sufficiently 
demonstrates the fallacy of selling or 
buying a bond merely on the basis of the 
yield as shown by the basis book. I am 
aware that a good many other considera- 
tions enter into the matter, but the ques- 
tion of yield is so paramount at all times, 
that I think I am justified in pointing to 
some other method than that in universal 
practice now. 

I have treated this article from the 
point of view of the holder of bonds. By 
eliminating the third, fourth, seventh 
and eighth columns in the foregoing ap- 
praisal the matter simplifies itself so far 
as the intending investor is concerned, to 
whom these columns mean nothing, for 
they only become operative after a pur- 
chase has been made. 

The summary at the foot of the sheet 
explains itself. 

Enough, I think, has been said to war- 
rant my contention at the outset of this 
article, that it is extremely valuable for 
holders of bonds, as well as intending in- 
vestors, to know the flat yield besides the 
yield on the basis of which a bond sells, 
while the way I have drawn up the ap- 
praisal may be of value to those who 
wish to know at a glance how they stand, 
thus helping them to discover any weak 
spots in their investments. 








of a Billion 


The Bigness 


The lecturer before the National City Bank’s class in international trade and 
commercial geography in the educational department of the bank building was 
trying to impress upon his hearers the magnitude of a billion dollars. Said he: 

“Treasury experts will count 4,000 silver dollars in an hour and keep it up all 
day long; but that is their limit. Working eight hours a day, then, an expert 
counter of coins will count 32,000 silver dollars in a day, but how long will it 
take him, at that rate, to count a million dollars? Thirty-one days. 

“But that is only the beginning of the measurement of great figures, for if 
this same man were to go on counting silver dollars at the same rate of speed 
for ten years he would find that he had only counted a hundred million of them 
and that to count a billion dollars would require 102 years of steady work at 
the rate of eight hours per day during every working day of the 102 years”— 
The Annalist. 























Keeping a Record of Your Securities 


A Simple and Effective Method for Keeping Track of One’s 
Stocks and Bonds 





By E. EVERETT BUCHANAN, JR. 





HETHER one owns a $100 or 
$10,000 worth of securities he 
owes it to himself to keep an 
adequate record of his hold- 

It is surprising how many neg- 


W. 


ings. 


interest falls due or else rely entirely 
on memory. It is, however, just as 
important for a man to keep his per- 
sonal accounts in good form as it is 
for any company. 
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hem are lacking in many ways. There 
s either a lot of dead material mixed up 
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with the live matter or the information 
is sO great that it requires a bookkeeper 
to make the entries. 

The form, of which a facsimile is 
here shown, has been carefully worked 
out after much experience and has 
proven very satisfactory. The cost of 
having a few printed is very small and 
the slight investment will repay itself 
many times. The blanks are equally 
good for stocks or bonds, for by simply 
crossing out the word not wanted, they 
are altered. A convenient size is 5 x 8, 
as it will also fit a 5 x 8 file which can 
be used to keep the old records in, along 
with other ‘financial matter. One might 
even have this form printed on cards if 
he liked. How the different items are 
filled in is readily seen from the exam- 
ples. On the back of the sheet it is a 
good plan to keep track of any corre- 
spondence on that security. The fig- 


ures 1-12 on the side represent months 
and are used to keep track of the inter- 
est periods. A small metal clip (sold by 
The J. C. Moor Corp. of Rochester, 
N. Y.) serves as an indicator. The num- 
bers should be on top if one uses this 
form on a card. 

Each blank should be given a number, 
as it is inserted in the book, which cor- 
responds to the number on the envelope 
or package in which that particular se- 
curity is kept. Then by keeping the 
envelopes or bundles of securities in 
numerical order it is an easy matter to 
locate any one when interest falls due. 

Thus by keeping your records in 
loose leaf form they can be arranged 
alphabetically, and with the use of the 
signal, those on which interest is due 
show up automatically every month. 
Then by noting their numbers you can 
cally arranged pile in the vault. 








AMERICA’S 


WAR LOAN 


There are a few simple comparisons which help to give proportions 


and perspective to a $7,000,000,000 requirement by the Government. 


In 


the first place, it contrasts with the present debt of the United States of not quite 


$1,000,000,000. 


It is over twice the cost of the four years of Civil War. 


It is 


fourteen times as much money as Great Britain raised when she made her 
initial call for funds in August, 1914, and 40 per cent. more than she spent for 


herself and her Allies in the first year of the struggle. 


On the other hand, 


the loan is only one-seventh the annual income of the United States and about 


one-thirtieth part of our national wealth. 


If it had to be redeemed from the 


foreign trade of this country in 1916 there would still be a credit balance of 
one billion dollars. Finally, it is within about 10 per cent. of what we have 
saved from this trade (the excess of exports over imports) in the thirty-three 
months since war was declared.—Chas. F. Speare, in American Review of 


Reviews. 
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Keystone Telephone 5s 


G. S. A., Montreal, Canada.—Keystone 
Telephone lst 5s are a direct obligation of 
the company and secured by a first mortgage 
on all its property, franchises, etc. now 
owned or hereafter acquired. Further se- 
cured by a lien on 10,000 shares (entire 
capital stock) of the Eastern Telephone & 
Telegraph Co. and 1,089 shares (over 67% 
of the capital stock) of the Camden & At- 
lantic Telephone Co. 

The company owns and operates 24 ex- 
changes, all equipped with modern tele- 
phone apparatus and maintained in the high- 
est state of efficiency. In Philadelphia it 
has about 335 miles of underground con- 
duits, constructed of tile laid in concrete. 
This conduit system is the most complete 
and extensive in Philadelphia and one of 
the best in the country. The company, in 
addition to ample provision for its future 
growth and requirements, has a large excess 
capacity in its conduit system available for 
lease to other electrical companies. 

The company has a very complete tele- 
phone service in Philadelphia, Pa.; Camden, 
Cape May, Gloucester, Woodbury, Bridge- 
ton, Wildwood and numerous other locali- 
ties in New Jersey. Over its lines it reaches 
Atlantic City, and through associated com- 
panies it serves points on the north to 
Doylestown, northeast to Trenton and 
Princeton, southwest to Wilmington, Del., 
and northwest to Norristown, Consho- 
hocken and intermediate points. 

These bonds are secured by a first mort- 
gage on the entire property, franchises, etc., 
of the company, and as the earnings for a 
number of years have shown a wide margin 
of safety, a favorable rating for the bonds 
is justified. You should hold them. 


Gd. River Coal & Coke 6s 

W. S., N. Y. C—Grand River Coal & Coke 
first mortgage 6s, due 1919, are selling at 
their present comparatively low level, largely 
because of the small amount that has been 
retired so far by the sinking fund. Past in- 
terruptions in the operation of this sinking 
fund are responsible for this small amount. 

If the present prosperity of the Colorado 
Fuel & Iron Company, into which the Grand 
River Coal & Coke Company has _ been 
merged, continues over the next few years, 
there is no doubt but that the Colorado 
Fuel Company will be able to provide for the 
retirement of the issue at maturity out of its 
surplus. 


Utah Securities 6s 

E. A. B—Utah Securities 10-year 6 per 
cent. gold notes are a direct obligation of the 
company. The earnings have been steadily 
increasing and will probably continue to do 
sO aS various properties under construction 
are placed in operation. Earnings of the 
operating properties from the time of the 


incorporation of the Utah Securities Corpora- 
tion have been more than sufficient to meet 
the full amount of interest on all notes out- 
standing during the period, including the notes 
issued for construction purposes. You need 
have no alarm about your interest and prin- 
cipal on these notes. Their decline has been 
due to general conditions in the investment 
market rather than to any specifically un- 
favorable developments in the aspect of the 
company’s affairs. We recommend that you 
hold the notes. 


Empire Gas & Fuel 6s 


M. A. K.—Empire Gas & Fuel Company 
First Mortgage and Collateral Trust 6s may 
be regarded as a substantial security, -but 
owing to the general investment outlook, we 
do not favor their purchase. 

There are outstanding $13,637,500 out of an 
authorized issue of $14,000,000. The bonds of 
a sinking fund feature, which provides for 
semi-annual payments of a sufficient amount 
to retire the entire issue of bonds at or 
before maturity. On November 1, 1916, there 
was retired through this fund $350,000 of 
these bonds. On May 1, 1917, provision was 
made for the retirement of an additional of 
$400,000. On November 1, 1917, an amount 
of $450,000 is called for retirement. The 
amounts to be retired in the succeeding years 
are increased semi-annually by $50,000 until 
$850,000 is reached. This is the maximum 
amount that is to be retired in any six months 
and the actual retirement of such amount will 
begin wtih the half year, starting November 1. 
The bonds are guaranteed principal and in- 
terest and sinking fund by Cities Service Co., 
by endorsement. This adds to the stability of 
the bonds. 


Investment in Bonds 


M. S. W.—It is not an opportune time for 
permanent investment in high grade stocks 
and bonds, which we assume are the class of 
securities you are desirous of buying. The 
reason is that the outlook from a market 
standpoint is not favorable for securities of 
this class. The primary question in consider- 
ing the purchase of high grade stocks or bonds 
for investment now is, what position are they 
likely to be in if the war continues and re- 
sults in additional government financing. 
There is very little doubt that under such 
conditions, bond and investment stock prices 
will go much lower by way of readjustment 
to the progressively higher rates of interest, 
which will be named on the successive loans. 
The effect on the investment market of the 
flotation of the Liberty Loan is a criterion 
of what may further occur, provided the war 
is prolonged. 

It is largely a matter for your own judg- 
ment as to whether or not you should invest 
at this time. If you wait, you should have 
the opportunity of buying on a much more at- 
tractive basis than you now could. 
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High Costs and the Tractions 


Like the Railroads the Traction Companies Are Suffering 
from Increased Expenses—Need for Higher Rates— 
Position of Traction Investments 





By HENRY HAZLITT 





HE New York Railways Com- 

pany has now before the Public 

Service Commission an applica- 

tion “for an order either abol- 

ishing free transfers or authorizing a 
charge of two cents therefor.” Its case is 
based, in the main, upon the increasing 
cost of carrying the city’s population to 


RANGE OF STOCK PRICES. 
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INTERBOROUGH CON. 


and from its work, and the necessity for 
providing greater revenues. On the sur- 
face the company’s argument is plausible. 
As Mr. Shonts wrote in a letter to Mayor 
Mitchel: “The steel companies have 
heavy burdens, and they raise their 


prices. Bakers must pay more for their 
flour, and they raise the price of bread. 
The old-fashioned ‘dollar watch’ now 
sells for $1.35. The five-cent package of 
biscuits now retails at eight cents. The 
newspapers pay more for their paper, and 
there is a very general movement to in- 
crease the price of newspapers from one 
to two cents. Street railway companies 
are paying more for their labor, more for 
their materials, and higher taxes, as their 
share of the burden of government ex- 
pense. All of these are burdens imposed 
by the war. Is it fair, then, that the 
public utility, and especially the street 
railway, should be singled out as the 
only kind of corporation which should 
not be permitted to raise its prices in 
order to enable it to pay its tremendously 
increased expenses for rendering its 
service ?” 

It was not until the current fiscal year 
that the position of the tractions in gen- 
eral began to become disquieting. Earn- 
ings of the local traction companies for 
fiscal years ending June 30, as shown by 
the table herewith, were on an ascending 
scale. 

Perhaps it would be well to consider 
the case of the New York Railways 
Company more in detail. The stock- 
holders of the company have never re- 
ceived a dividend. The holders of the 
adjustment 5 per cent. bonds have never 
received the full 5 per cent. interest in 
any calendar year, and excluding the ex- 
tra expenses incident to the strike last 
fall, the company has earned no dividend 
on its stock, no interest on its 5 per cent. 
adjustment bonds, and less than the in- 
terest on its 4 per cent. bonds. From 
July 1 to March 31, 1917, the gross rev- 
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enues of the company were $8,356,206, 
against $10,215,619 in the correspond- 
ing 1915-16 period. Operating income 
was $1,593,028; and after deduction of 
fixed charges there was a deficit of $464,- 
271, compared with a surplus of $1,059,- 
281 in the 1915-16 period. For the ten 
months to April 30, 1917, the Third 
Avenue Railway Company received gross 
revenues of $7,122,934, compared with 
$9,141,665 in the 1915-16 period ; operat- 
ing income was $627,978, compared with 
$2,786,588; and after the deduction of 
fixed charges, there was a deficit of $1,- 
440,185, compared with a_ surplus of 
$716,844 in the 1915-16 period. 

A similar tendency exists in the Brook- 
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Interborough Rapid Transit 
1916. .$16,534,276 $7,132,974 43.14 
1915... 6,738,244 43.22 
1914.. 6,730,236 42.18 
New York Railways om 
1916. .$13,714,531 $5,340,453 61 
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lyn Rapid Transit Co. In the three 
vanes ol November and December, 
1916, and January this year, gross earn- 
ings in each month exceeded those of the 
corresponding month of the year before, 
but in each month the net return showed 
a decrease. For the three months gross 
earnings increased $460,043 ; but net fell 
off $140,911. Interborough Rapid Tran- 
sit earnings tell the same story. Janu- 
ary was the only month this year to dis- 
close an advance in net. Every month 
has shown a gain in gross. But total 
gross gain of $1,204,679 for the four 
months meant a decline in net of $59,- 


124. These earnings merely reveal a 
tendency; but that tendency is monthly 
becoming more serious. 

Where has the money gone? What 
has been responsible for the higher ex- 
penses? First, there are wages. In the 
year ending June 30, 1916, the New York 
Railways Company paid out for wages 
$5,297,000. During the current fiscal 
year it will pay $6,336,000, an increase 
of $1,039,000. Part of this increase is 
due to extra allowances to the men to 
maintain service during the strike,, but 
the present scale of wages even upon a 
comparative basis is more than $600,000 
above that of 1916. 

Next, there are materials. The un- 
precedented rise in the cost of materials 
has been looked upon by street railway 
companies throughout the United States 
with distress. In a 6-cent fare applica- 
tion before the Massachusetts Public 
Service Commission, the Bay State 
Street Railway Company presented an 
elaborate table, showing in detail what 
it paid out for materials, and what the 
percentage advance was in each material 
since 1914. This revealed striking ad- 
vances in construction material, ranging 
from 25 to 200 per cent., and averaging 
about 66 per cent., and a startling indi- 
cated increase in the coal bill. Such in- 
creases may be assumed to apply with 
little variation to street railways the 
country through. 

Members of the Public Service Com- 
mission here have intimated that no in- 
crease in rates or charge for transfers 
can be granted until a valuation has been 
made of the properties. Without en- 
tering into the vagaries and entangle- 
ments of valuations, and what good they 
are when you have them, it may be indi- 
cated that if the 5-cent fare and the free 
transfer system as it exists furnished a 
fair basis of return before wages and 
costs went up so tremendously, then the 
question for the commission to deter- 
mine is whether that is still a fair basis 
of return with present wages and costs. 
If the old arrangement was more than 
fair before the rise in operating ex- 
penses, then the commission should have 
taken the trouble to find it out at that 
time; it should have made a valuation 
long ago. 
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As a fact, however, the New York 
Railways Company alleges that an ade- 
quate valuation has already been made. 
When the property was in the hands of 
receivers, both the reorganization com- 
mittee and the engineers of the Public 
Service Commission made appraisals. 
The lowest figure found by the Public 
Service Commission, as of October 1, 
1910, was $85,801,000. Since then $3,- 
265,000 has been expended on better- 
ments, bringing the minimum valua- 


TREND OF RY. MATERIAL CosTs 
1914 1915 19!6 1917 


In the 1916 fis- 


tion up to $89,066,000. 
cal year, the entire return received by 
holders of all the company’s outstanding 
securities was 3.5 per cent. On the basis 
of the minimum valuation, it was 3.9 per 


cent. The company asserts that this is 
inadequate. It alleges that if 2 cents 
had been charged for transfers, it would 
have only 4.4 per cent. on total capital- 
ization and 4.9 per cent. on the minimum 
valuation, which would even then be in- 
adequate. 

The company points out that as a re- 
sult of the increasing use of free trans- 
fers, the average fare has been falling 
during the last twenty years, and that 
while it is nominally 5 cents, the com- 
pany receives only about 3% cents a 


ride. There were 257,028,563 passen- 
gers who paid a five-cent fare on the 
New York Railway lines last year. 
About 92,000,000 of these used transfers, 
leaving about 165,000,000 who paid five- 
cent fares and took no transfers. The 
company estimates that a charge of two 
cents for transfers would add about 
$900,000 to its gross income. It makes 
this calculation on the assumption that 
a charge of two cents would reduce the 
number of transfer passengers by one- 
half. That it would reduce the number 
of transfer passengers is doubtless true, 
but whether by such a great extent is 
another question. 

It has been argued that the present 
conditions facing the traction companies 
are only temporary. But there is no 
reason why even temporary distress 
should not justify measures of at least 
temporary relief. Traction rates as 
well as railroad rates must be made more 
elastic. Even though the net earnings of 
the traction companies were the same 
now as a few years ago it must 
be remembered that the purchasing 
power of money has fallen. Not only 
must a larger proportion of gross 
earnings be consumed in expenses, 
but even the net earnings left are not 
as great as they seem. Bradstreet’s 
index number of commodity prices for 
June 1 last, shows an increase in the 
cost of living of 79 per cent. over 
June 1, 1914. The stockholder who is 
receiving the same dividend can buy 
only from two-thirds to one-half as 
much as he could with it then. This may 
seem academic, but it is not academic to 
the stockholder. 

As to how “temporary” such condi- 
tions are, that is a question of doubt. As 
long as the war lasts, it does not seem 
likely that materials or wages will fall, 
although there is a very fair prospect 
that they may go still higher. Even if 
the war ends there is no certainty of an 
immediate fall in the prices of materials. 
Wages will assuredly resist a decline. 
Meanwhile the outlook for many traction 
companies, if unrelieved, is not encour- 
aging and for that reason their securi- 
ties cannot be said to occupy an attractive 
investment position at this time. 
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American Gas & Electric —Announced 
the declaration of the regular quarterly divi- 
dend of 2%% and an extra of 2% on the 
common stock; also the regular quarterly 
dividend of 14% on the preferred. 


Arizona Power.—Earnings in March show 
gross, $36,961; net after taxes, $25,842; sur- 
plus after charges, $12,934. 


Boston Elevated.— The Boston News 
Bureaw states that this property is slowly 
but surely being crushed between the mill- 
stones of excessive public service regulation 
and rising costs of operation. The only 
thing which has saved any dividends to 
stockholders in 1917 is the fact that the com- 
pany is able to buy its coal at $3.20 per ton. 
If it had to pay current market prices the 
increase in cost would be over $800,000, 
which is within $250,000 of the entire 5% 
dividend on the stock. The road has bor- 
rowed between $2,000,000 and $3,000,000 
from banks. 


Brooklyn Rapid Transit—Gov. Whitman 
signed the Thompson bill under the provi- 
sions of which will be possible the consoli- 
dation of the B. R. T. holding company and 
its 30 or more street and elevated railroads 
into a single public utility corporation. The 
N. Y. First Dist. P. S. Comm. has been 
served with the writ of certiorari asking for 
a review of an order of the commission made 
in December, 1916, directing the company to 
purchase 252 cars for operation on the sur- 
face lines of the system. 


Central Ashen Ry. . ca oe 9 we 
to reduce the authorized capital stock tro 
$10,500,000 to $4,000,000, of which $1,500,000 
is preferred, and $2,500,000 common. Entire 
common stock is owned by Federal Light & 
Traction Co., and of the $1,500,000 7% pre- 
ferred stock authorized there is $1,200,000 
outstanding. 


Eastern Power & Light——Has purchased 
the Righter Coal & Coke Co. and from it, is 
to supply the coal needs of its various sub- 
sidiaries. A company known as the Eastern 
Utilities Coal Co., with $425,000 6% 15-year 
bonds, $150,000 6% serial notes and $500,000 
common stock, has been organized to handle 
the coal property, for which $475,000 was 
paid. Payment was made with $325,000 of 
bonds and $150,000 notes. 


Federal Light & Traction—April earnings 
show gross, $219,531; net after taxes, $71,- 
199; surplus after charges, $21,625. 


Illinois Traction—Income account, year 
ended Dec. 31, 1916, compares as follows: 
Gross earnings, $12,566,447; net earnings, 
$5,076,649; surplus after charges and pre- 
ferred dividends, $484,254; balance after 
common dividends, $116,670. Balance sheet, 
as of Dec. 31, 1916, shows a profit and loss 
surplus of $1,677,643, compared with $1,700,- 
607 Dec. 31, 1915. Surplus after preferred 


dividends of $484,254 is equivalent to $3.95 
a share on 122,520 shares outstanding. 


_ Interborough Consolidated.—In announc- 
ing the usual quarterly dividend of 14% on 
the preferred stock of this holding company, 
Pres. Shonts said in part: “Our estimates 
submitted on March 6, when the last divi- 
dend was declared, were that on March 31, 
1917, we would show a surplus balance of 
$1,987,636. The surplus balance on March 
31 was in fact $2,897,000. The company will 
receive on June 30 the 5% dividend on its 
Interborough Rapid Transit Co. stock. That, 
added to interest and dividends on other 
securities owned and interest on bank bal- 
ances, will make a total of $3,731,537. After 
making all deductions for interest, taxes and 
charges, it is estimated that the net surplus 
of June 30, 1917, will be $2,802,444.” 


Interborough Rapid Transit.—The N. Y. 
First Dist. P. S. Comm. announced its ap- 
proval of a contract between this company 
and the Westinghouse Traction Brake Co. 
for the purchase of automatic brake equip- 
ments for 337 new motor cars and 140 trailer 
cars to be used in the New York new sub- 
way at a total cost of $354,423. 


Montana Power.—Has filed application to 
list $5,500,000 additional of its common 
stock on the N. Y. Stock Exchange. 


N. Y. Telephone.—Completed the work 
of laying a cable across Raritan Bay between 
Eltingville, Staten Island, and Keansburg, 
N. J. It is reported to be the largest sub- 
marine telephone cable in the world. 


Northern States Power.—Has purchased 
the Northwest Light & Power Co., the Ren- 
ville County Electric Co. and the Minnesota 
Valley Power Co., all operating in southern 
Minnesota. These utilities serve 28 com- 
munities with a total population of 26,000. 
One of the plants is operated by water 
power, having a capacity of 400 k. w., which 
can be increased to 900 k. w. Gross earn- 
ings of the companies in 1916 were $198,000 
and net earnings were $89,000. 


Ohio Cities Gas—Authorized an increase 
in capital stock from $10,000,000 to $100,- 
000,000. Plans for the purchase of the Pure 
Oil Co. were brought before the stockhold- 
ers. Has made an offer of $24.50 a share 
for the stock of the Pure Oil Co.. If 85% 
of the Pure Oil stock is deposited with the 
Columbia National Bank by June 21, pay- 
ment will be made July 28. If less than 85% 
but more than 6634% of the stock is de- 
posited, it will be optional with the Ohio 
Cities Co. as to whether the deal is closed. 

Third Avenue Ry.—April earnings show 
gross, $877,207; net after taxes, $211,233; 
surplus after charges, $4,763. 

Utah Power & Light—April earnings 
show gross, $414,996; net after taxes, $219,- 
762; surplus after charges, $109,319. 
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Public Utility Inquiries 





Consolidated Gas & Electric of Balt. 


T. A. M., Baltimore, Md.—Consolidated Gas, 
Electric Light & Power of Baltimore may be 
regarded as a pretty good investment at 
around present prices. The action of this 
company in reducing the price of electricity 
and at the same time increasing the dividend 
rate from 7 to 8% annually reflects the strong 
financial position the company is in. Earnings 
are expected to show a continued increase in 
the near future, inasmuch as the company has 
not yet begun to receive the full benefits from 
its big manufacturing developments in the 
Baltimore City district. 

We would call your attention, however, to 
the fact that the stock market generally has 
entered a period of price reaction and it may 
be wise therefore to wait until this reactionary 
period is over, before purchasing the stock. 


Northern States Power 


H. W. P., Clearfield, Pa.—Northern States 
Power Preferred is in a very strong position, 
its dividends being protected by a wide oe 
of earnings. As an investment to hold for 
safety and income only for the present we can 
recommend it. However, we are looking for 
lower prices for all high-grade investment 
stocks if the war is prolonged, for in that 
event there will no doubt be a readjustment 
downward of prices as the result of the issue 
‘of additional Government loans at progres- 
sively higher interest rates. 


American Rys. 


L. R. G, Kingston, Jamaica—American 
Railways preferred is a meritorious public 
utility preferred stock, but there are special 
and general reasons why you should sell it. 
In the first place, you have too many public 
utility traction stocks in your list, and it is 


desirable that you switch some of them in 
order to balance your entire investment more 
evenly and distributed the risk. While Amer- 
ican Railways experienced a very prosperous 
year in 1916, when the combined earnings of 
its subsidiary companies were $8,840,913, com- 
pared with $5,438,247, and the surplus avail- 
able for dividends $1,827,641, against $1,073,- 
578 in 1915, the current year is not likely to 
show nearly as good results. The important 
considerations in the company’s operations 
this year will be the increased operating 
costs, due to the extraordinary advances in 
prices for all materials used in repairs and 
operations ; and higher general expenses. The 
larger number of American Railways’ sub- 
sidiaries are traction companies, which suffer 
from the effects of such operating conditions 
to a greater extent than any other public 
utility organizations. This arises from the 
fact that custom and public service commis- 
sions have practically fixed the rates which 
street railway companies may charge for their 
services. 

The American Railways Company has al- 
ready made numerous improvements in its 
various properties, but there is need for ad- 
ditional improvements, and in order to make 
them the company must pay high for capital 
as well as for the construction work. In 1916 
even the company was forced to sell $2,300,000 
three-year notes to pay off floating debts and 
provide additional working capital. The pres- 
ident stated in his annual report that the 
financing of several other subsidiaries was 
under consideration. 


Cities Service 


D. M., New York City.—Cities Service pre- 
ferred is in a strong position and there is 
no reasonable doubt about the dividend. 








SUGGESTIONS IN REGARD TO INQUIRIES 
The very heavy volume of inquiries which this publication is now receiving 


makes it n 


to ask our subscribers to co-operate with us in order that we 


may maintain and improve the high quality of service which the Investors’ Per- 
sonal Service Department renders to our readers. We therefore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear 
the writer’s name and address. 

(3) Enclose stamps or stamped and addressed envelo 
The above suggestions are drawn up for the benefit sl pisteiiien of our 
readers and those inquiries which conform with them will receive first atten- 


tion. 


When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we shall be pleased to submit an estimate of the special 
charge for such work. 








(398) 





MINING AND OIL 








Mexican Oil Situation 


What Govt. Control Has Meant — Enormous Potential Oil 
Wealth— Mexican Petroleum and Mexican Eagle— 
Investment Position of Mexican Oil Stocks 





By LAWTON SHEPARD 





EXICO is a country of wonder- 
| Mi) ful oil resources—heavy grade 
for the most part, but none the 
less valuable for fuel purposes. 

In dealing with the Mexican oil sit- 
uation certainty ends with that state- 
ment, and the investor in any of the Mex- 
ican oil properties finds his fortunes al- 
ternately favored and endangered by 
Mexican politics, fighting between vari- 
ous factions in Mexican political life 
and promulgation of burdensome decrees 
in regard to the rights and privileges of 
foreigners. 

What will be the result of unsettled 
political conditions in Mexico is a matter 
of a great deal of doubt. While they 
continue, caution is advisable. The Car- 
ranza government is accused of hidden 
German influences. If that charge is 
true, caution becomes necessary. In cer- 
tain sections of the oil country safety of 
the properties depends on organized 
forces representing varied Mexican 
opinion, but agreed on one point—anti- 
Carranzista. The ports of Tampico and 
Tuxpam, the big oil export centres, how- 
ever, are in control of the established 
government. 

Just how and when this situation will 
clarify is beyond the scope of this article, 
but it can be said without much doubt 
that the Mexican question is going to be 
settled along with other questions in- 
volved in the world war. Existence of 
vast military forces in the United States 
of itself greatly adds to the security of 
American interests in Mexico. Already 
this is having an influence, and condi- 
tions in the Mexican oil fields so far as 
they affect American companies are bet- 
ter than in many months. 

Despite disturbed conditions American 


Row 


and English companies have maintained 
themselves through their own efforts and 
resources in Mexico during the last sev- 
eral years. There have been times when 
American officials and workmen were 
compelled to withdraw from the country, 
but in those instances native workmen 
took care of the property. After the 
fighting in Tampico a few years ago 
when the Mexican Petroleum Co. officials 
returned they found native workmen ca- 
pably handling the wells and pumps, and 
that there had been no loss of oil. Again 
in July of last year, when Americans 
were ordered out of Mexico by the Uni- 
ted States government, native Mexicans 
took care of the properties and there 
was only a slight falling off in the ex- 
port movement. 


Government Control of Industry 

Curious as it may sound, Mexico with 
all its instability of government has a 
tighter grip on the oil industry than any 
other country. No matter what group 
has been in power, it has controlled the 
industry and derived revenue from it. 
Mexican government has accomplished 
this through control of the ports and by 
reason of the fact that practically all the 
oil companies operate there under gov- 
ernment ‘concession of some sort. Un- 
der the terms of these concessions the 
government has the right to put its agents 
in direct touch with the affairs of the 
companies and as a result it knows pre- 
cisely what all of them are doing. Con- 
sequently the Mexican government sta- 
tistics on the oil industry are among the 
most accurate available. In view of 
this, it is surprising what misinforma- 
tion has been circulated about Mexican 
oil affairs. 

Typical of the controlling attitude 
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which the government takes is the pro- 
vision included in the new constitution 
to the effect that foreigners must re- 
nounce their respective governments to 
acquire and hold title to real estate in 
Mexico. Landed property held by for- 
eigners in the future must be subject to 
government control. Permission to ex- 
ploit petroleum lands is granted by the 
Department of Fomento after compli- 
ance with the requirement that all 
foreigners must file written renunciation 
of intention to make any appeal to their 


ability to market oil in other countries 
and in Mexico. 


Mexico—the Most Economical Field 


Mexico is the most economical and 
most advantageously located oil field in 
the world. Its oil lands are within short 
distance of tidewater. It is close to the 
greatest oil market in the world—the 
United States. With the development 
of international commerce through the 
Panama Canal, and with a growing pro- 
portion of that commerce oil propelled, 








THE STANDING OF MEXICO AS AN OIL PRODUCER. 
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home government for the purposes of 
such business. 

In view of these disquieting circum- 
stances investment in Mexican oil prop- 
erties carries added risk, but it must be 
appreciated that the present market 
price of those securities discounts, per- 
haps not fully, that risk. When Mexico 
settles down to peaceful life and its gov- 
ernment agrees to give foreign interests 
adequate protection Mexican oil securi- 
ties are going to be among the most val- 
uable in the world. The potential 
wealth of some of them is enormous, the 
only restriction on their earnings being 


the position of Mexico becomes especially 
favorable. 

Nowhere in the world have such wells 
been brought in as in Mexico. They are 
the wonder of the oil world, veritable 
wonders of nature. They have been har- 
nessed and turned from uncontrollable 
monsters to sources of revenue. The 
best known of them is Casiano well, 
owned by Mexican Petroleum Co. In 
the last few years this well has produced 
more than 50,000,000 barrels of oil. It 
is being allowed to flow at the rate of 
about 25,000 barrels a day. It is capable 
of three or four times that amount and 
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the pressure shows no signs of diminish- 
ing. An even larger well was drilled by 
the same company on its Cerro Azul 
acreage a little more than a year ago. 
[his well has a potential flow of 260,000 
barrels a day,-according to the company s 
engineers. Oil is being taken out at the 








TABLE I 


PRODUCTION AND SALES OF OIL BY 
MEXICAN PETROLEUM CO. IN 


SIXTEEN YEARS (Bbls.): 
Sales 
—— * 





Se ~ 
Production Export Domestic 
18,000 


5,279,714 3,711,541 








rate of about 25,000 barrels a day. 
The Mexican Eagle company, owned 
by the Lord Cowdray interests, several 
years ago brought in a well that proved 
unmanageable. The flow of oil from the 
casing was so terrific and sudden that no 
precautions availed to keep the oil from 


the boilers and the well burned for 
months. 

The Penn-Mex Fuel Co., owned by 
Standard Oil, developed Allamo No. 2, 
a well potentially good for 100,000 bar- 
rels. Penn-Mex company’s oil is the 
best grade in Mexico. 

Within the last month the Cia. Pe- 
trolera La Libertad, drilling in Tepetate, 
brought in a gusher capable of 60,000 to 
75,000 barrels a day. 

These wells, brought in at different 
periods and in different fields, are men- 
tioned to show the prolific condition of 
the Mexican fields. The ability of these 
big wells to produce steadily over a long 
period indicates the existence of oil in 
huge subterranean natural reservoirs, 


rather than in oil sands as in other coun- 
tries. 
Marketing Determines Earnings 

It’s all very well to talk about the po- 
tential production of any of these wells 
being greater than that of total states in 
the United States, but the value of the 
well is determined by the rate at which 
its oil can be marketed. Earnings de- 
termine the value of stocks and these 
wells figure in earnings only to the ex- 
tent that their product is marketed. 

Marketing of oil is the problem of the 
Mexican companies. With an unlimited 
supply of oil Mexican companies have 
practically an unlimited market in the 
United States and in Europe. But its 
marketing requires tank steamers, which 
since the war started are extremely hard 
to obtain. The rush of shipbuilding ac- 
tivity has resulted in greatly increased 
cost of tank steamers and none of the 
shipyards are able to give anything but 
late delivery on new contracts. This in- 
ability to get tank steamers has retarded 
development of Mexican companies. The 
Pan American Petroleum & Transport 
Co., owning Mexican Petroleum Co. and 
several other producing and marketing 
companies, estimates that it lost $500,000 
last year through failure of tank steamers 
to be delivered on time. 

Mexican oil development will be 
through its use as a fuel. It is a heavy 
asphalt base and unless some new method 
is found for the extraction of gasoline 








TABLE II 
COMPARISON OF EARNINGS OF MEXI- 
CAN PETROLEUM CO. AND MEXICAN 
EAGLE CO.: 
MEXICAN PETROLEUM 
1916 


- 


1915 
$5,000,889 
2,888,101 


Gross profit 


Net profit 7,153,060 
MEXICAN EAGLE 


$18,082,411 
10.268.646 


Gross Profit 


$11,215,500 
Net profit 


5.951.377 








from such oil Mexico will not be an im- 
portant factor in the gasoline question. 
The field for fuel oil, however, is suffi- 
ciently large and promising. Roughly, 
three barrels of oil will do the same 
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work as one ton of coal. The use of 
either will be determined for the most 
part by prices, but there are advantages 
of oil over coal, such as the quicker load- 
ing time, saving of cargo space and elim- 
ination of stokers. When the war is over 
most merchant ships probably will be oil 
burners, and they will be burning Mexi- 
can oil because Mexican oil can be 
handled more cheaply to any point along 
the Atlantic or Pacific coasts than any 
other oil. 
Interest of the American Investor 


So far as the American investor is 
concerned his interest in Mexican oil 
companies centres in Mexican Petroleum 
Co., which is the biggest company there, 
and in Pan American Petroleum & 
Transport Co. The other American 
companies are either close corporations 
or have only small interests in Mexico. 
In the first named class is the Gulf Re- 
fining, Penn-Mex and individual de- 
velopers. The Texas Company’s Mexi- 
can properties are small compared with 
its interest in the United States. Chief 


of the foreign owned companies are the 
Mexican Eagle Co., English owned, and 
the Royal Dutch company. 

Earnings of the Mexican Petroleum 
Co. and the Mexican Eagle Co. alone 
are of interest because their total rev- 


enue is from Mexico. Both these com- 
panies have been in business in Mexico 
about the same length of time. .So far 
as dividends on the common stock are 
concerned, the Mexican Eagle company 
has made the better record, although 
Mexican Petroleum Co.’s_ production 
now is running in excess of its British 
rival. What these companies have ac- 
complished in the way of earnings ‘is 
shown in the adjoined table. 

Mexican oil companies have not built 
up earnings as rapidly as had been ex- 





pected, but the fault is not wholly theirs 
It is rather the result of conditions south 
of the Rio Grande. In the case of some 
of them, however, notably Mexican Pe 
troleum Co., they appear to have been 
lax in developing the marketing end of 
their business. 

The Pan American Petroleum & 
Transport Co. is the $150,000,000 hold- 
ing company for the Doheny enterprises 
in Mexico and elsewhere, with the ex- 
ception of California Petroleum Cor- 
poration. Its most important holding 
outside of Mexican Petroleum Co., of 
which it owns a majority stock, is in Pe- 
troleum Transport Co., a tank steamer 
company, owning tankers of a tonnage 
of 58,000. New tank steamers being 
acquired are for the Pan American com 
pany. This company’s capitalization is 
composed of $25,000,000 7% preferred, 
par $100, of which $10,000,000 has been 
issued, and $125,000,000 common, par 
$50. No general market has been made 
for the common stock. The preferred is 
listed on the New York Stock Exchange, 
but it is overshadowed in speculative im- 
portance by Mexican Petroleum com- 
mon. 


Summary 


There is slight appeal to investors in 
the earning record of Mexican com- 
panies. It requires confidence in the so- 
lution of the Mexican question and in 
the ability of these companies to build 
up a marketing organization to view 
securities of these companies favorably. 
Once those two conditions have been 
realized Mexican oil properties will take 
their rank with leading American oil 
securities which typify prosperity raised 
to the Nth power, but until they have 
been realized these securities must 
continue to be regarded as in the spec- 
ulative class. 











Oil Notes 





Anglo-American. — The advance in this 
company’s shares was accompanied by re- 
ports that directors would declare an extra 
distribution. The company has been pay- 
ing dividends of 10% semi-annually on a par 
value of £1, 


Barnett Oil & Gas.—Has purchased the 
properties of the Consumers Mutual Oil Co., 
consisting of a refinery at Chicago with a 
capacity of 2,000 barrels per day and dis- 
tributing station at Liberty, Ill.; Consumers 
Mutual Tank Line Co., Consumers Mutual 
Oil Producing Co. and Waukegan Oil Co. 
The Barnett Oil & Gas Co. also has installed 
its own pipe line from its well to the rail- 
road at Ravenna, Ky. 


General Petroleum.—Declared a dividend 
of 10% on the common stock, payable quar- 
terly, the first payment to be made Oct. 1, 
1917. 


Indian Refining.—Report year ended Dec. 
31, 1916, shows a surplus amountin co Pac 
451, - compared with a deficit of 2 ,aee 
in 1915. 


Merritt Oil—The new well in the eastern 
part of the Big Muddy field in Wyoming is 
said to be good for 600 barrels a day, making 
it the largest well yet brought in, in that 
field, of which the Merritt company is the 


controlling interest. 


Ohio Fuel Oil.—Report year ended April 
30, 1917, shows gross earnings, $1,623,527; 
net, $1,123,384; balance after depreciation, 
$839,390; surplus after dividends, $519,390. 
Consolidated balance sheet, as of April 30, 
1917, shows a profit and loss surplus of 
$2,660,501, compared with $2,141,111 April 
30, 1917. Balance after depreciation of $839,- 
390 for the year ended April 30, 1917, is 
equivalent to $2.62 a share earned on 320,000 
shares of capital stock, par $1, against $1.86 
a share the previous year. 


Ojai Valley Petroleum.—E. L. Doheny has 
acquired the property of this company in 
the Ventura oil fields. It comprises 100 
acres and lies east of the Pan-American new 
Ojai lease, formerly the Bard. 


Oklahoma Producing & Refining. — Has 
brought in a 400-barrel well on its Anderson 
property. This is virgin property and is 
the first well drilled on this section. 


Osage-Hominy.—April earnings of $134,- 
000 from oil alone is at the rate of $402,000 
a quarter. The April earnings are more 
than sufficient to pay the quarterly dividend, 
which at the rate of 10% per annum amounts 
to $125,000. Has brought in three new wells 
with an initial production of 1,500 barrels 
daily. 

Pan-American Petroleum & Transport.— 
Income account, year ended Dec. 31, 1916, 
shows gross snecntes to $598,807 and net 
income of $527,226. The surplus, after pay- 
ment of preferred dividends amounting to 
$462,898, totaled $64,328. 


Sequoyah.—The completion of four wells 
in a few days has been announced. The 
wells are on the Grayson lease in the Bald 
Hill section of the Okmulgee district of 
Oklahoma. One of the wells, according to 
information given out by the company, had 
initial daily production of approximately 300 
barrels, while the others showed 100 barrels, 
20 barrels and 10 barrels respectively. 


Sinclair.—Earnings are running at the rate 
of approximately $12 a share on the out- 
standing stock. Earnings for the first three 
months of 1917 were something like $2,873,- 
000 or at the annual rate of about $11.50 
a share. 


Standard of Cal.—Announced an advance 
in all grades of crude oil 10 cents a barrel 
in the San Joaquin Valley fields, Ventura 
County and Whittier, Fullerton and Santa- 
maria fields over prices announced May 11. 


Tide Water—Declared the regular quar- 
terly dividend of 2% and an extra of 5%, 
both payable July 2 to stock of record 
June 16. 


United Western Consolidated. — Produc- 
tion in the California field is said to be at 
the rate of 15,000 barrels a week. Only a 
short time ago it was estimated at 150 bar- 
rels daily. All of the output, it is stated, is 
being sold to the Standard of Cal. 


Ventura Consolidated—Production has 
reached a rate of 13,000 barrels weekly, or 
675,000 barrels a year. This compares with 
an actual yield of 557,989 barrels during the 
fiscal 12 months to Dec. 31, 1916, an increase 
of about 120,000 barrels. The 1916 gain over 
the preceding year was but 44,169 barrels. 
Ventura is considering a plan to build a 
pipe line 18 miles to cost about $70,000 and 
connect with a pipe line common carrier. 
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National and N. Y. Transit 


M. C.—National Transit is a good long 
pull, but the stock should be considered only 
in that light. Its purely transportation busi- 
ness has about reached the limit of growth, 
but the company’s interest in the oil machinery 
manufacturing business will probably mean a 
valuable stock dividend at some future date. 
If you can afford to tie up more money in the 
stock for a more or less indefinite period, we 
can recommend your averaging up on your 
purchase, for eventually you should realize a 
very good profit. 

New York Transit is selling at a compara- 
tively low level, but the wisdom of buying 
any more of the stock to average up at this 
time is open to question. We suggest that 
you simply hold what you have and await de- 
velopments in the market. It is quite prob- 
able that lower prices may be seen generally 
for the Standard Oil issues unless the cur- 
rent prosperity in the oil industry continues 
throughout the summer. It is not character- 
istic of oil booms for them to last indefinitely 
and we expect a reaction in the present boom 
sooner or later. 


Ohio Oil 

T. M., Salt Lake City, Utah—Ohio Oil, 
since it last sold around $400 a share, has 
been affected by several unfavorable factors 
from a market standpoint; namely, the pro- 
posed excess profits tax, the general uncer- 
tainties in the war situation, the unfavorable 
report of the Federal Trade Commission on 
the oil industry, and disappointment over the 
refusal of the State of Ohio to permit the 
company to increase the par value of its stock. 
In a general way we might say that we are 
not recommending the oil stocks as purchases 
at this time, because of the possibility that 
crude oil prices may decline as a result of 
an increased production. 

The oil industry has experienced an un- 
precedented period of prosperity, and if history 
is any criterion, there will be a reaction sooner 
or later. 

The most active drilling campaign in his- 
tory is now under way, and may result in 
greatly increasing the supply of oil, bringing 
about a temporary overproduction. Such a 
situation would almost surely result in a de- 
cline in crude oil prices and that in turn 
would doubtless affect the market for prac- 
tically all the oil stocks. 

Ohio Oil is a stock which may be held for 
permanent investment with the confident as- 
surance that over a period of years it will 
show a handsome return to the holder in the 
way of dividends and appreciation in market 
value. The question with you is, should you 
hold the stock now when there is a possibility 
of a very material further decline in its 
price when you might sell it: and wait until 
it can be bought back at a genuine bargain 
price. You would be wise to sell at least 
a part of your holdings. 


Sapulpa Refining 

J. G, Denver, Colo—Sapulpa Refining 
is a stock which has been widely distributed, 
and if you can dispose of your holdings at a 
profit, or without any serious loss, we suggest 
that you do so. Sapulpa is one of those com- 
panies which has risen on the boom market 
for oil. An excellent survey of the position of 
the independent oil stocks, and a measure of 
the future oil companies generally was contained 
in an article called “Inflation in Oil,” which 
appeared in the April 14 issue of THE MaGa- 
ZINE OF WALL STREET, and if you have not read 
this article we suggest that you do so. This sug- 
gestion and our counsel above is as specifically 
as we can advise you at this time, as you have 
not indicated the price at which you originally 
acquired your Sapulpa holdings. 


Okmulgee Prod. & Ref. 


T. E—Okmulgee Producing and Refining 
occupies a nominal market on the New York 
Curb. This company was a promotion enter- 
prise, the stock of which was sold on sub- 
scription at around $6 a share on the most 
alluring representation. It was listed on the 
New York Curb market and immediately 
dropped to about one-half the subscription 
price. We cannot place much confidence in 
the proposition under these circumstances. 
The company may develop into a more or less 
substantial organization, if the current pros- 
perity continues indefinitely in the oil busi- 
ness, but there is so much water to squeeze 
out of the stock that we doubt very much 
that it will be worth holding by an investor, 
especially one who cannot afford to take big 
speculative risks. If you are an intending 
purchaser of the stock, we strongly advise 
against buying. 


Standard of N. J. 


A. M., Raritan, N. J—Standard Oil of New 
Jersey is in a different position from any 
standard oil stock, and it cannot be judged 
by any of the ordinary methods used in arriv- 
ing at an opinion as to the value of the 
securities in the Standard Oil group. The 
stock is a good purchase now, provided he 
who buys intends to hold it for a period of 
years as a permanent investment without re- 
gard to market fluctuations or dividends. . On 
that basis, the stock is cheap for it will un- 
doubtedly show a handsome profit over a 
period of time. It is difficult to say, how- 
ever, what the intermediate fluctuations in 
the price of the stock may be. It would not 
be advisable for you to buy it at this time, 
in view of the many uncertanties in the gen- 
eral situation, unless you knew that you 
could protect your margin in the event of a 
slump. 

In the May 26 issue of THe MaGAzINE OF 
Watt Street there appeared an article by 
Mr. George S. Philips on Standard Oil of 
New Jersey. The views expressed by the 
author therein coincide very closely with our 
own. 
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Mining Notes 





Alaska Gold.—Reported for May 207,900 
tons of ore milled and extraction 81.13%, 
compared with 212,290 tons and an extrac- 
tion of 1.01% for April. The assay value 
per ton was $1,124, compared with $1 pre- 
vious month. The loss in tailing was 22 
cents per ton, against a loss of 20.7 cents 
per ton in April. 


Anaconda.—Reported May production as 
28,400,000 pounds of copper, compared with 
29,300,000 in April, 1917, and 30,000,000 in 
May, 1916. 


Bingham Mines.—An initial dividend 
of 50 cents a share has been declared, pay- 
able July 1 to stock of record June 20. 


Braden Copper.—Reported May produc- 
tion as 6,750,000 pounds of copper, compared 
with 5,102,000 in April, 1917, and 3,882,000 in 
May, 1916. 


Butte & Superior.—Reports for the quar- 
ter ended March 31, showing $1,061,020 prof- 
its, compared with $2,309,068 in the last 
quarter of 1916, and $3,554,939 in the cor- 
responding quarter of 1916. In the March, 
1916, quarter the average price for spelter 
was 16.1 cents a pound; in the quarter ended 
June 30, 1916, 11.41 cents; in the quarter 
ended Sept. 30, 1916, 8.34 cents; in the quar- 
ter ended Dec. 31, 1916, 9.75 cents; and in 
the quarter ended March 31, 1917, 9.59 cents. 
Net profits of $1,061,020 for the first quarter 
of 1917 are equivalent to $3.65 a share 
earned on 290,187 shares of stock, compared 
with $13.03 a share earned on 272,697 shares 
in the corresponding period of 1916. 


Cerro de Pasco.—Reported production in 
May as 4,670,000 pounds of copper, com- 
pared with 5,936,000 in April, 6,074,000 in 
March and 5,352,000 in February. Decrease 
in May production of 1,266,000 pounds, as 
compared with April, was on account of the 
strike, which has been settled. 


Chile—Reported production for May as 
8,250,000 pounds of copper, compared with 
8,028,000 in April, 1917, and 3,664,000 in May, 
1916. Report for year ended Dec. 31, 1916, 
shows combined income account of this com- 
pany and Chile Exploration Co. as follows: 
Gross operating revenue, $10,558,725; net 
operating income, $4,133,703; net profits, 
$1,936,392. The net profits were equivalent 
to 51 cents a share earned on 3,800,000 
shares of outstanding capital stock at $25 
par value. 


Chino.—Declared a quarterly dividend of 
$2.50 per share, payable June 30 to stock 
of record June 15. Three months previously 
the directors declared a regular dividend of 
$1.50 and an extra of $1. 


Dome Mines:—Report, year ended March 
31, 1917, shows earnings as follows: Gross 
receipts, $2,171,785; net earnings, $929,922; 
balance after depreciation, $731,079; deferred 
after dividends, $68,921. Balance after de- 


preciation’ of $731,079 for the year ended 
March 31, 1917, is equivalent to $1.83 a share 
earned on 400,000 shares of capital stock of 
$10 par value. 


Federal Mining & Smelting. — Resumed 
operation of the North Star-Triumph mines 
in the Wood River district, Idaho, damaged 
by a snowslide. The new addition of earn- 
ing power, combined with higher prices for 
lead, makes it probable that May and June 
earnings will substantially exceed the record 
profits of over $200,000 in April. 


Granby Consolidated.— Through fuel 
shortage at its Grand Forks plant it has been 
impossible for this company to operate that 
unit since early in April, thereby entailing 
a loss in production of approximately 2,000,- 
000 pounds of copper, and a monetary loss 
of about $150,000. 


Great Northern Iron Ore.—Balance sheet, 
as of Dec. 31, 1916, shows a profit and loss 
surplus of $4,340,184, compared with $4,126,- 
299 Dec. 31, 1915. Consolidated balance 
sheet, as of Dec. 31, 1916, shows a profit and 
loss surplus of $17,566,956, compared with a 
deficit of $1,114,998 Dec. 31, 1915. 


Greene Cananea.—The 1916 net income of 
$6,908,513 is equivalent to $14.10 per share 
on 448,337 shares outstanding. Reported 
May production as 4,370,000 pounds of cop- 
per, 153,186 ounces of silver and 1,025 ounces 
of gold, compared with the April production 
of 4,730,000 pounds of copper, 135,880 ounces 
of silver and 750 ounces of gold. Copper 
production in May, 1916, totaled 5,948,000 
pounds. 


Hollinger Consolidated Gold Mines.—Di- 
rectors announced their decision not to pay 
the dividend usually payable June 18, fur- 
ther distributions having been deferred until 
the labor situation is improved. Because of 
the scarcity of labor the dividend was re- 
duced from 13% to 6%% in February. 


Inspiration Consolidated.—Reported May 
production as 11,900,000 pounds of copper, 
compared with 11,400,000 in April, 11,100,000 
in March and 10,250,000 in February. The 
output in May, 1916, totaled 11,400,000 
pounds. 


Kennecott.—Reported May production as 
7,208,000 pounds of copper, compared with 
7,180,000 in April, 1917, and 10,500,000 in 
May, 1916. 


Miami.—Reported copper production for 
May, 1917, as 4,985,363 pounds, compared with 
5,127,195 pounds in April, 5,217,903 pounds in 
March, 1917, and 4,729,328 pounds in May, 
1916. 


Mines Co. of America.—Has planned to 
start operation at its Creston-Colorado Mine 
in Sonora, Mexico, about July 1, and at the 
El Rayo Mine about July 15, 1917. The 
Creston-Colorado Mine and the El Rayo 
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Mine are the largest and most important 
properties of the Mines Co. 


Nevada Consolidated—Made a contract 
with the Consolidated Coppermines Co. 
whereby the Nevada Co. is to mine and 
treat for the account of the Coppermines 
Co. 425,000 tons of ore during the period 
ending Aug. 15, 1918, and after that date 
at the rate of at least 75,000 tons a year and 
as much more as the operations of the Lib- 
erty Pit of the Nevada Consolidated will 
warrant for a period of five years. The 
Nevada Co. also will treat at its Steptoe 
reduction works all concentrates produced 
by the Coppermines Co., and its high grade 
direct smelting ores up to a total tonnage 
of 4,500 a month for a period of five years 
from May 1, 1917. 


N. Y. & Honduras Rosario.—Report, year 
ended Dec. 31, 1916, shows income account 
as follows: Gross, $1,566,173; surplus after 
taxes and expenses, $460,110; balance after 
dividends, $60,110. Balance sheet, as of Dec. 
31, 1916, shows a profit and loss surplus of 
$1,050,620, compared with $990,510 Dec. 31, 
1915. Company’s 1916 net income of $460,- 
110 is equivalent to $2.30 a share earned on 
200,000 shares of capital stock, against $1.18 
a share earned in 1915. 

North Butte.—Fire, which started June 9, 
caused to the property an actual damage 
of $500,000 to $1,000,000. The entire shaft 
must be retimbered. The company will pay 





in compensation to families and relatives 
about $800,000. 

Shannon.—Reported May production as 
964,000 pounds of copper, compared with 
—_— previous month and 950,000 in March, 

Shattuck Arizona.— Reported production 
in May, 1917, as 1,385,669 pounds of copper, 
233,119 pounds of lead, 23,141 ounces of sil- 
ver and 157 ounces of gold, compared with 
April production of 1,482,232 pounds of cop- 
per, 164,972 pounds of lead, 18,233 ounces of 
silver and 180 ounces of gold. The May, 
1916, production showed 1,383,963 pounds 
of copper, 25,865 ounces of silver and 326 
ounces of gold. 


Tennessee Copper.—Is earning at the 
rate of $150,000 a month, equivalent to 
approximately $3.75 a share, after charges, 
on the stock of the Tenn. Cop. & Chem. 
Corp., the holding corporation. 


Tonopah Belmont.—Net profit for April 
was $83,250 from treatment of 11,745 dry 
tons of ore. Bullion production totaled 
1,948,677 ounces of gold and 184,568 ounces 
of silver. 

United Verde —Declared the regular 
monthly dividend of 75 cents and an extra 
75 cents. 

Utah.—Declared a dividend of $3.50 per 
share, payable June 30 to stock of record 
June 15. Three months previously $2.50 
regular and an extra of $1 were declared. 
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Mining Inquiries 





Consolidated Copper Mines 


W. H. M., Chicago, Ill_—Consolidated Cop- 
per Mines is a stock which has fairly good 
speculative possibilities, but it is hardly one 
that we would recommend as safe. Since 
you have a profit on your present holdings 
of this stock, we would suggest that you 
take it, as we believe you will find better 
opportunities for investing your funds in 
other stocks which have good speculative 
possibilities and incur somewhat less risk. 


Alaska Juneau 


M. V., Follanskee, W. Va.—Alaska Juneau 
is a stock which appears to have some good 
possibilities over a long pull. While we do 
not advise the purchase of an additional 
amount of this stock in order to average 
down your purchase price, we would sug- 
gest that you retain your present’ holdings, 
with a view of getting out on any substan- 
tial rally, unless you are willing to tie up 
your money in it for several years on the 
prospect for a large profit when the prop- 
erty has reached the stage of development 
planned by its management. 


Ohio Copper 


W. S. Battlecreek, Mich—Ohio Copper 
appears to have possibilities of going higher, 
but the future of this company is uncertain 
and it is almost impossible to express a defi- 
nite opinion as to what the stock ought to 
do in the course of the next year or so. 
The company has installed a flotation sys- 
tem for treating ore. The value of the stock 
is dependent almost entirely on the success 
of this system. Since you have paid the 
assessment, it would hardly be the best pol- 
icy to sell out your stock at a loss so soon, 
and we would suggest therefore that you 
hold a while longer, particularly as the pres- 
ent management appears to be sincere, and 
has decided conclusively that the experiment 
is worth while. 


Three Coppers 


L. R. B., Minneapolis, Minn.—Anaconda 
Copper, on account of its very strong posi- 
tion financially and because of its dominat- 
ing position in the copper industry, is one 
of the best fortified companies and the 
stock is therefore entitled to a compara- 
tively high investment rating. However, 
Anaconda stock from a market standpoint 
would be vulnerable in the event of sudden 
unfavorable developments, or in the event 
of a marked change in the present trade 
situation. In view of the many uncertainties 
therefore the stock is on a speculative not 
an investment plane, and unless the trend 
of the market turns definitely upward in 
the near future, you would be safer in being 
out of the stock. 


Kennecott is one of the less desirable cop- 
per stocks. Not only is Kennecott an un- 
tried proposition, but the company is very 
heavily capitalized and the stock has been 
distributed to the public at inflated values. 
We therefore regard Kennecott as one of 
the more risky of the copper stocks to hold 
at this time and we suggest that you take ad- 
vantage of any bulge in the market to close 
out, in the meantime protecting your com- 
mitment with a stop loss order. 

Utah Copper may again prove a specu- 
lative favorite if the trend of the market 
turns upward, but there should be time to 
get aboard when the evidences of an ad- 
vancing movement become more positive. 
At least you should protect this commit- 
ment with a stop loss order, for Utah might 
slump very badly if the market develops 
a general weakness. 


Cresson Consolidated 


P. H., Philadelphia, Pa—Cresson Consoli- 
dated Gold is an attractive speculative min- 
ing stock, and we would suggest that you 
hold it. Development work at the mine has 
been carried on satisfactorily and the un- 
covering of further rich ore bodies is antici- 
pated. The management identified with the 
property has a high standing in mining 
circles, and we believe that under the con- 
ditions you can well afford the risk of car- 
rying this speculative stock on your list. 


Arizona Commercial 


A. B. T., Boston, Mass.—Arizona Com 
mercial appears to be a fairly good specu- 
lation. The company in 1916 mined and 
shipped ores from which there was extracted 
over 4,000 pounds of copper, 21,164 ounces 
of silver and 305 ounces of gold. Present 
shipments are amounting to 180 tons daily 
and, in connection with its regular mining 
operations, the company is prosecuting a 
good sized development program. The com- 
pany is capitalized at $1,325,000 and the 
shares have a par value of $5. The com- 
pany is paying dividends at the rate of $1 
a share payable semi-annually, April 30 and 
October 31. The initial dividend of 50 cents 
a share was declared payable October 31, 
1916. 

Notwithstanding that the company is in 
apparently good financial condition and 
that it is working a fairly productive prop- 
erty and has a reasonably bright outlook 
for its silver production at least, under the 
prospects of continued high prices for silver; 
we would hardly recommend your putting 
your funds into this stock, as it is not suit- 
able fora woman. There are other channels 
for the investment of funds owned by a 
woman which are less speculative and on 
— a fair return together with stability 
is had. 
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Goodyear Tire & Rubber 


An Estimate of the Company’s 1917 Earnings for Stockhold- 
ers and a Brief Discussion of the Company’s Place in the 
Rubber Industry Now and in the Future 





By LAWRENCE C. SMITH 





Company is contending with 

rising costs and difficulties in 
obtaining adequate supplies of raw ma- 
terials and labor. These are having their 
effect on revenues and very naturally so. 
The common stock, which like the pre- 
ferred is listed on the Cleveland Stock 
Exchange, is currently quoted on a 
basis of 206 bid and 209, a price which 


S in the case of all other com- 
panies, Goodyear Tire & Rubber 
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compares with a high of 402 reached in 
the booming market of 1916 and a low 
in the same year of 198. The pre- 
ferred issue, which is on a 7% cumu- 
lative dividend basis, is now selling at 
106 to 107 compared with a high and 
low of 120 and 105 respectively in 1916. 

The common stock is now on a 12% 
per annum dividend basis, a rate which 
has been consistently paid in recent 


years. Since 1909, in addition to these 
cash dividends, there have been paid 
some good sized stock dividends; these 
have been as follows: In 1910, 100%; 
in 1912, 100%; in 1914, 20%; in 1917, 
early this year, stockholders were given 
the right to subscribe to $3,370,000 of 
unissued common stock on the basis of 
20% of their holdings. At the same 
time this offer was made, the directors 
issued $6,000,000 of new preferred stock 
which was disposed of to banking inter- 
ests. 

On May 26, 1916, the stockholders ap- 
proved a plan of readjustment and in- 
crease of the capital stock. The old issue 
of $6,200,000 preferred stock was called 
for redemption on July 1, 1916, at $120 
per share and replaced by the present 
authorized issue of $25,000,000, of which 
there is now oustanding $17,500,000. ‘Of 
this new issue, $7,122,000 was used to 
retire the old preferred stock and the 
remaining $10,378,000 was sold to a syn- 
dicate of bankers of New York and 
Cleveland. In connection with that re- 
financing, the common stockholders re- 
ceived a common stock dividend of 
100% bringing the outstanding issue of 
that stock up to the present $17,500,000, 
and adding incidentally, another large 
figure to the company’s preceding record 
of stock dividends. 

Goodyear Tire & Rubber Co. does not 
follow the plan of making interim re- 
ports to its stockholders and for that rea- 
son, current operations must be guessed 
at. One sign post, however, has been 
erected along the 1917 highway of the 
company’s operations, which will give to 
stockholders and prospective investors in 
the stock a mark to look for, That sign 
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post was placed by President Seiberling, 
of the company, when he announced re- 
cently that the gross sales of the Good- 
year company this year, according to his 
estimates, would exceed $100,000,000. 
Such a figure would compare with gross 
sales of $63,950,400 in 1916 and $36,- 
490,652 in 1915. 


Probable 1917 Net Income 


How much out of a total gross of 
$100,000,000 the company will be able 
to preserve for its net a is oe 
entirely to conjecture. In 1916, $7 ,003,- 
300 was so preserved, or roughly about 
10%% while in 1915, with net income 
amounting to $5,137,083, approximately 
14% was preserved. Assuming that the 
company is able to save out of an esti- 








rials during the remaining months of 
the year. This is the chief adverse fac- 
tor, but mingled with it, is another, 
though lesser one. That is a somewhat 
smaller demand for tires owing to a 
prospectively smaller output of automo- 
biles this year. And the latter is partly 
ascribable to smaller demand, brought 
about, (one) by the entrance of this 
country into the European war and the 
fear of harder times that it has brought 
home to individuals who would other- 
wise have come into the market for auto- 
mobiles, and (another) by the inability 
of motor car and truck manufacturers to 
obtain all of the steel and other supplies 
that they need for uninterrupted opera- 
tions. 

Herewith are several graphics and 











TABLE I 
GOODYEAR’S NET INCOME AND DIVIDENDS. 
Pref. Stock 









Com. Stock 


Year NetIncome Divs.Paid Earned Divs. Paid Earned Surplus 
SE eno oaupeabiaaekeaunn $7,003,300 1% 64.15 %t 12% 59.36%t $4,977,759 
eee 5,137,083 7 76.57 12 58.13 2,986,349 
DL skcenieknwnse ties ent 3,391,165 7 54.99 12 37.04 2,000,566 
BEE wéens<amnsbinaseuese 2,041,268 7 40.82 12 33.60 1,087,212 
2 ae 3,001,295 7 150.49 12 52.74 2,258,498 
SL snnvesehes00uesesees 1,291,625 7 129.16 12 53.48 947,533 
DUE. ndnccesentednecsenes 1,406,105 7 228.91 12 136.31 1,243,071 

6 221.92 153.93 584,867 
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+ On $10,917,700 average pfd. stock. 
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mated total of gross sales of $100,000,000 
only 10% for net income, that figure this 
year would be $10,000,000 or over eight 
times the year’s preferred dividend re- 
quirements figured on the basis of the 
full $17,500,000 outstanding for the en- 
tire year. There would thus be left a 
surplus for the common stock of $17,- 
500,000 amounting to an equivalent of 
over 50% compared with 59.36% in 
1916 on an average of only $10,511,100 
of common stock outstanding and 
58.13% in 1915 on $8,377,200 of com- 
mon stock outstanding. 

It will be seen therefore that the out- 
look for substantial gains in surplus 
available for dividends in 1917 is good. 
The unmaking of present prospects is 
entirely up to the market for raw mate- 





tabulations, setting forth in skeletonized 
form, the position of the Goodyear Tire 
& Rubber Co. with regard to its earnings, 
net income, dividend distributions and 
surplus for a number of years past. 
These speak for themselves and require 
no explanatory verbiage. 


A Varied Production 


The backbone of the Goodyear com- 
pany’s business, of course, is the manu- 
facture of tires and production along 
these lines, including the latest figures 
available, are appended herewith. But 
Goodyear goes extensively into other 
forms of manufacture also, and many of 
these are showing unmistakeable signs 
of expansion. Its tire manufactures 
comprehend all vehicles, using rubber 

























410 


THE MAGAZINE OF WALL STREET 





tires—automobiles, carriages, trucks, bi- 
cycles, motor cycles. In addition to these 
it turns out rubber tiling, bands, pads, 
aeroplane fabrics, hose and articles of 
general wear. The company’s require- 
ments in the rubber market approximate 
over 10% of the world’s total rubber 
production of crude rubber and, just as 
an interesting sidelight, it might be 
added that experts have figured that the 
labor of 100,000 natives of the various 
rubber districts of the world are neces- 
sary for the gathering of Goodyear’s 
rubber requirements. 

The company was formed in Ohio, 
back in 1898. Its home plants are lo- 
cated at Akron, Ohio, and cover over 
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56 acres of floor space, including eight 
new buildings recently completed. It 
owns the Goodyear Tire & Rubber Co., 
Ltd., of Canada, which latter acquired 
the Durham Rubber Co. in 1910. It 
controls the Motz Tire & Rubber Co., 
which owns the cushion tire patents used 
by the manufacturers of electric automo- 
biles; the Standard Tire & Protector 
Co., owning non-skid tire patents and 
the Federal Waterproofing Co. In Janu- 
ary, 1910, it took over the Killingly 
Manufacturing Co. of Connecticut which 
produces special tire fabrics. All of 
these valuable patent rights and certain 
formulas, though highly valuable assets, 
as they are at the foundation of the com- 


pany’s production, are carried on the bal- 
ance sheet at $1. 

President Seiberling of the company 
is a believer in distribution of stock to 
employees. Not only does it tend to 
persuade employees to make constantly 
greater efforts in behalf of the employ- 
ers, after they have become stockholders, 
but it makes them put greater effort into 
their work to obtain the subscription 
privileges. 

No Funded Debt 

Goodyear Tire & Rubber Co. has no 
funded debt of any description. Further- 
more, no prior lien of any description, 
maturing later than one year from the 
date of its issuance, can be created with- 
out the consent of 75% of the preferred 
stockholders. The company must main- 
tain at all times total net equivalent to 

200 a share and net quick assets of at 
least $115 a share on the amount of 
preferred stock outstanding. An annual 
sinking fund of 2%% from October 1, 
1916 to 1921 and thereafter, at the rate 
of 5% annually of the par yalue of the 
largest amount of preferred stock out- 
standing at any time, shall be used to re- 
deem preferred stock at not exceeding 
112 and accrued dividends, or, if not so 
purchasable, sufficient preferred stock 
shall be called by lot at that price. The 
first payment is to be made October 1, 
1917, and will amount to $437,500. 

At the conclusion of operations last 
year on October 31, the net tangible as- 
sets applicable to the common stock, ac- 
cording to the balance sheet, amounted 
to $113 per share, or a total amount of 
$19,753,166. From the tabulation here- 
with, showing the position of the com- 
pany with respect to current assets and 
liabilities, it will be observed that the 
company had a net working capital in 
excess of $22,000,000 which was by far 
the largest amount of working capital 
possessed by the company since it began 
operations nearly twenty years ago. 


Outlook for the Company 


The outlook for Goodyear Tire & 
Rubber Co. this year, despite the uncer- 
tainties of the raw material markets and 
the scarcity of skilled labor is good. Raw 
material costs and labor scarcity will play 
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a bigger part this year in the operations 
of the company, and will have a more 
vital bearing on the final outcome than 
in previous years, but if the estimates of 








TABLE Il 
GOODYEAR TIRE PRODUCTION SINCE 


1909. 
2,800,000* 883,224 
332,458 
207,442 
1,132,869 876,722 


*Estimated. 








the president as to gross sales are rea- 
lized to the extent of even the rotind 
$100,000,000 figure, which that estimate 


exceeds, stockholders need have no fear 
of the position their share holdings will 
occupy. 

The future of Goodyear is closely in- 
terwoven with that of the automobile in- - 
dustry and if that industry prospers 
along the lines that that industry’s ex- 
perts have figured that it will, there can 
be no question about the future of Good- 
year. The present slowing up of the au- 
tomobile industry, for the reasons al- 
ready stated, may be regarded as only 
temporary. It may last until the war, in 
which this country is now involved, has 
run its course, but it is bound ultimately 
to reach a higher plane of production 
and prosperity, particularly in the purely 
industrial and commercial field, than 
many perhaps are even now dreaming of. 








SUCCESS OF THE LIBERTY LOAN 
By PHILIP N. RING 


The Liberty Loan has exceeded the wildest hopes! New York City has sub- 
scribed for about $255,000,000 in excess of the $717,000,000 allotment made 
by the bankers. The rest of the Reserve District did not quite reach its stipu- 
Jated amount of $283,000,000, but as the New York District has oversubscribed 
its original allotment by a total of $450,000,000 this seems unimportant. Ac- 
cording to the Treasury Department’s estimate, New York was scheduled to 
raise 30% of the entire loan. She actually raised over 50%, or the amount 
which Secretary McAdoo was strongly advised by many bankers was the maxi- 
mum that the entire country could absorb as its first Loan for Liberty. Me- 
Adoo doubled this amount and the country, exclusive of the New York District, 
took it up. 

Thousands of subscriptions were received by mail and telegraph after twelve 
o’clock on Friday the fifteenth, and in accordance with the orders from the 
Treasury Department, they were tabulated separately, and are awaiting fur- 
ther instructions. 

These oversubscriptions are a problem which the Treasury Department has 
yet to solve. In the official announcement of May 10, a positive limit of $2,000,- 
000,000 was set. The Secretary stated that the small investor would be cared 
for first and he would receive his bond even though the loan was oversub- 
scribed. Under this plan the larger subscriptions by banks and individuals 
would be scaled down to meet the maximum. In view of the unexpected over- 
subscription and the voluntary expense incurred by the large institutions in 

opularizing the issue, it is now suggested that this excess apply on a second 
can. A second plan is to accept the subscriptions as applications for the pur- 


chase of Treasury certificates which might later be converted into bonds. 

Aside from the $2,000,000 which the government appropriated to meet the 
expense of floating the loan and most of which will be needed for engraving 
and other kindred expenses, the advertising and popularizing of the flotation 
was left to individual and, at first, unorganized effort. How well this succeeded 
will be seen by the fact that in New York alone an excess of a million dollars 
was experienced for advertising. 
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Adams Woolen.—Received a contract for 
20,000 blankets for the U. S. Army. The 
plant is said to be running at full capacity 
and to have orders ahead for several months. 


Arlington Mills—Directors of this com- 
pany declared the regular quarterly dividend 
of $1.50 and a special dividend of $2 a share. 
The special dividend makes up for the pass- 
ing of January, 1914, payment, the only in- 
terruption to the dividend in 40 years. 


Booth Fisheries.—The N. Y. Stock Exch. 
announced that it had received application 
to list 250,000 shares of its common stock 
without nominal or par value in exchange 
for 50,000 shares common stock, par value 
$100. The company filed notice at Dover, 
Del., of an increase in capital stock from 
$20,000,000 to $60,000,000. 


Cadillac Auto Truck.—An increase of the 
capital stock from $200,000 to $330,000 was 
authorized. The $130,000 increase in capital 
stock will be a preferred issue bearing 7% 
interest. 


Childs Restaurant.—Obtained a lease on 
the old Vendome Hotel property, Toronto, 
Ont., for $300,000, with the object of eventu- 
ally purchasing it. 


Emerson Motors.—If an agreement made 
between counsel for the company and coun- 
se! for the three stockholders who filed a 
petition in bankruptcy against it, is carried 
out, the company will be reorganized, its 
$10,000,000 capital reduced to the actual 
value of assets, about $100,000, and the com- 
pany will devote itself to making automo- 
biles, instead of disposing of its stock. 


Federal Sugar Refining.—Declared a divi- 
dend of 14% on the common stock. The 
last previous dividend on the common was 
14%, declared Oct. 9, 1913. 


Great Atlantic & Pacific Tea.—The sales 
for the first 14 weeks of the current year 
ending June 2, 1917, were $29,399,206, against 
$16,670,055 for the corresponding period of 
1916, an increase of $12,929,151, or over 78%. 


Great Western Sugar.—Declared the regu- 
lar quarterly dividends of 134% on the pre- 
ferred and common stocks, also an extra 
dividend of $10 a share on the common 
stock. It was announced that of the $10 
extra dividend $2,50 is to be taken out of 
the surplus earned prior to March, 1913, and 
is therefore not subject to the Federal in- 
come tax. 


Harrisons, Inc.—Company, controlled by 
E. I. duPont deNemours & Co., has con- 
cluded the purchase of the Beckton Chemi- 
cal Co., of Newark, N. J., and Philadelphia, 
and of Candy, Clark & Co., Newark. The 
price paid is estimated at $2,000,000. 


Inland Steel.—Recently obtained a new 
Delaware charter, with an authorized capi- 
tal of $30,000,000, and issued $25,000,000 of it 


in exchange for the stock of the old com- 
pany, the holder of each old share receiving 
two and one-half of new. The new stock 
has been put on an 8% dividend basis. The 
company earned $10,450,787 applicable to 
dividends in 1916. This equaled about 105% 
on the stock then outstanding. 


Manhattan Electrical Supply—In an- 
nouncing the regular quarterly dividends on 
its stock, reported that its business for the 
first four months of 1917 was 15% in excess 
of the corresponding period of 1916. 


Minnesota _Sugar.—The regular quarterly 
dividend of 2%% on the common stock was 
paid June 1, 1917, and a special dividend of 
$7.50 per share on the common was also paid 
from accumulated earnings on that date. 


National Cash Register.—Filed notice at 
Richmond, Va., of an increase in its capital 


from $10,000,000 to $15,000,000. 


Nova Scotia Steel & Coal—The first 
steamer built by the company will be 
launched in July. A second boat is under 
way and the keel will be laid as soon as the 
first is launched. Immediately the second is 
started a keel for the third will be started. 
The Eastern Car Co., a subsidiary, has 
enough business on hand now to last 
through March, 1918. 


Pacific Shipbuilding.—This company, San 
Francisco, newly organized with a capital of 
$250,000, has taken over a shipyard in Ban- 
don, Ore., and will start operation. 


Paige-Detroit Motor Car.—Report, year 
ended Nov. 30, 1916, shows: Sales, less re- 
turns, $10,588,406; cost of sales, $9,141,511; 
gross profits, $1,446,895; total gross profits, 
$1,467,471; net profits from operations, 
$770,533; gross income, $1,000,331; net in- 
come, $959,594. 


Pierce Manufacturing.—Declared a regu- 
lar quarterly dividend of $4 a share and an 
extra of $25 cash. The capitalization of the 
plant, which manufactures fine cotton goods, 
is $600, 


Sharp Manufacturing.—In addition to the 
80% stock dividend declared on the com- 
mon stock of the Sharp Manufacturing Co., 
on the payment of $20 for each new share 
for every share held, thus increasing the 
common stock from $1,300,000 to $2,600,000, 
the stockholders also voted to pay the pre- 
ferred stockholders 2% extra, of which $1 
is to be paid in July and the other in Octo- 
ber. This gives the preferred stock 8% for 
the year. 


U. S. Can—Purchased five acres in the 
West Side manufacturing district of Chi- 
cago, and work will begin at once on a one- 
story building containing about 50,000 square 
feet to cost about $90,000. It is understood 
that the first building is the intial unit of a 


plant to cost $300,000. 
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A Vigorous “Spring Rise” 
In Many Respects the Recent Upward Movement Was 
Unique 





By THOS. L. SEXSMITH 





ROM time immemorial, it would 
seem, the market has had its 
customary “Spring Rise.” Early 
or late, it has not failed to put 

in its appearance for the past dozen 
years at least. Somewhile ago the writer 
discussed the possibilities of the usual 
seasonal movement coming during the 
present Spring. To be sure, at the time, 
the outlook on the surface seemed most 
discouraging. Prices were then declin- 
ing with apparent ease, and the general 
run of news developments was bearish 
with a vengeance. To cap the climax 
came the sharp break which ended on 
May 9th. Many who were bullishly 
inclined turned bears when the average 
market declined to a “new low” below 
any point touched since the Summer of 
1915 and some of the once highly 
thought of so-called investment rails 
made new low records for many years 
back. 

Then, overnight almost, the entire 
situation appeared to undergo a radical 
change. On May 10th, the day following 
the low day, the market opened up, and 
after an early reaction which apparently 
was only for the purpose of getting up 
momentum, like the run-up of a jumper 
before taking the hurdle, the market 
started in on a smart advance, closing 
the day on average well above the high 
of the previous day which had the dis- 
heartening declines. 


Fifteen Days of Advance 


The advance begun on the 10ih of 
May never halted for more than a few 
hours at a time until it had been going 
for fifteen trading days. Considered 
strictly from the technical viewpoint of 
one who sets out to give serious study 
to such market phenomena, the advance 


to this point was a beautiful and con- 
vincing example of what can be accom- 
plished when certain forces are brought 
into co-ordination. The movement was 
under the excellent leadership of that 
prince of leaders, (was it not Mr. 
Carnegie who first called the industry 
“prince or pauper”?) U. S. Steel, com- 
mon. 

The great ease with which prices were 
steadily advanced under the stimulation 
of the rise in “big Steel,” and the quick 
reversal of form on the part of public 
attitude towards the market shown in 
the over a million share turn-over on 
the seventh day of the advance, was 
really remarkable. Remarkable, indeed, 
because only one short week before 
nearly everybody about the Street was 
pretty well convinced that the market 
was in for another long depression, and 
one brokerage house was so sure of this 
that they caused to be published in the 
advertising columns of the current press 
several very bearish market letters. 


Market History Repeats 


However, in the turn of the market 
for the better, just at the time when the 
outlook seemed most dismal, history was 
once again repeating itself, as it does 
so often in the market. Certain “grey- 
beards” of the Street are said to be con- 
stantly on the look-out for such times— 
when everybody they come in contact 
with are unanimously and vehemently 
either bullish or bearish—and once it 
becomes apparent that such a time has 
arrived these traditional “wise men” 
are supposed to go to the opposite side 
of the market with a vigor and despatch 
which belies their years. The reader 
will have to make up his own mind as 
to the truth of this popular fancy. One 
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‘thing is certain, nevertheless, and that 
is if one could determine, with any fair 
degree of accuracy, just about the time 
when the greatest number of those in- 
terested in the market became most de- 
cidedly bullish or bearish, he could get 
rich beyond the dreams of avarice by 
going into the market and “coppering” 
the opinion of the majority. 


Steels and War Stocks Lead 


To get back to our story of the 
“Spring Rise.” While the steel stocks 
were most prominent in the advancing 
movement, the old time “war brides” 
came along with a greater show of life 
than at any time since the first big bull 
move in them in the Summer and Fall 
of 1915. Of course, the reason for this 
was readily apparent. A new customer 
in the person of our own Uncle Sam had 
begun to inquire smartly for their wares, 
and his eventual purchases bid fair to 
far exceed those of the allied European 
governments. 

As vigorous as the advance was up to 
May 28th, it was by no means uniformly 
shared in by the several distinctive 
market groups. From May 9th to May 
28th and average of 25 representative 
industrial stocks gained 11 points. This 
meant that some of the more active 
stocks used in compiling the average had 
advanced as much as 20 points or more. 
During the same time an average of 25 
railroad stocks was able to gain only 
about 4 points. While at no time since 
the war epoch began in the market with 
the re-opening of the Exchange in 1914 
have the rails kept up with the indus- 
trials, or come anywhere near doing so, 
yet in the face of what appears to be 
almost official assurance that a very sub- 
stantial advance in rates is to be granted 
the railroads, it would seem that they 
should have responded more readily to 
the rise in the steel and equipment 
stocks. But the fact remains that they 
have so far been disappointing to their 
hopeful and patient holders. 


Coppers and Motors Also Reluctant 


Another group of stocks to fail to 
move up in keeping with the example 
set by the leaders was the coppers. 
Take the foremost in that group, Ana- 


conda, for instance. Its low for the 
early May decline was 75. So far the 
best it has been able to accomplish was 
87 while U. S. Steel was advancing over 
22 points, barely a little over 50% of 
the advance enjoyed by Steel. And An- 
aconda, in the movement under con- 
sideration, has done relatively better than 
many of the other coppers. Utah for 
one, while its advance from the Feb- 
ruary low point has been both large and 
fairly continuous, has done very little in 
recent weeks, and cannot be said to have 
responded to the recent move in other 
than the most perfunctory manner. 


Mystery of the Motors 


Having been in the process of an al- 
most uninterrupted declining movement 
for many months, and having given 
some of the usual technical signs of at 
last reaching the point where it was evi- 


“dent that some considerable number of 


buyers had come to the conclusion that 
buying time was at hand, the motor 
stocks early in the advance showed signs 
of pretty fair response. But this re- 
sponsiveness was short lived, and soon 
heavy liquidation again broke out in the 
motors, driving some of the prominent 
ones down to new lows at a time when 
the average market was in a vigorous 
advance. Later the motors again re- 
covered, and joined in the rise, but not 
to a net extent in proportion to the steels 
and equipment issues, or even the purely 
war stocks. There is a considerable 
difference of opinion with regard to the 
speculative outlook for the motor stocks. 
Some can see nothing in store for them 
but eventual bankruptcy, while others 
think that they are now about due for a 
change in trend. A significant feature 
in this connection is the amount of mar- 
ket fluctuations which the leading motor 
issues have passed through during the 
past few weeks. The location of this 
work, in its relation to the work of re- 
cent months, is of considerable impor- 
tance, and suggests that some very in- 
teresting developments are in the mak- 


ing. 
The Rise Progresses Slowly 


After making its average high on May 
28, following fifteen days of steady rise, 











A VIGOROUS 


“SPRING RISE” 415 





the market up to the time of writing, 
has been indulging in some very wide 
movements, alternatingly up and down, 
with a tendency to seek a slightly 
higher level on each rally. The Lib- 
erty Loan campaign has engrossed the 
attention of the financial world dur- 
ing the greater part of the time which 
has elapsed since the May 28th high 
point in the market, and the need of a 
strong stock market in order to make 
the task of properly and promptly dis- 
tributing these bonds may have been a 
factor underneath some of the market 
strength of recent days. At any rate. 
it must be admitted that a feeling to this 
effect, shared widely by investors and 
speculators, served to help the market, 
and sustained prices when evidences 
of overmanipulation in certain issues 
threatened to bring about corrective re- 
actions. 

Many who have watched the action 
of the market during the advance, and 
in particular during the most recent 
stages of it, have no doubt wondered if 
stocks were being distributed at the 
relatively high prices, and in some cases 
record high prices, current. Opinion is, 
of course, divided on this issue, as it 
always is at such times. Some contend 
that in most instances, considering the 


extraordinary rate of earnings, the huge 
surpluses and the increasing returns to 
stockholders in extra dividends being de- 
clared with regularity, that even after 
the sharp advances of the past six 
weeks, most industrials are still cheap 
at present selling prices. 


Are Stocks Being Distributed? 


Those who take the other view say 
that it is the future which the stock mar- 
ket is chiefly concerned with, and that 
recent advances fairly discount the good 
prospects. Then they point to the pos- 
sibilities of the proposed excessive 
profits taxation scheme, and say that 
those who profit most from war demands 
should and no doubt will be forced to 
largely pay its costs. Which ever of 
these two views will prove to be corfect 
remains to be seen. The future alone 
holds the answer. 

But in the past, the “Spring Rise” 
has been a favorite movement among 
those interests who make rather well 
organized efforts at opportune times to 
distribute considerable amounts of stocks 
at prices advantageous at least from the 
standpoint of the seller. The present 
advance has assuredly presented an ex- 
cellent selling opportunity if such was 
desired. 
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Financial Knowledge versus Chance 


Resources of the Successful Speculator — Where “Tips” and 
“Luck” Lead—Work of the Investor 





By an Ex-Member of the New York Stock Exchange 





NOWLEDGE spells Success. 
This aphorism is becoming com- 
Sey, «monplace, but its truth cannot 
SES be controverted. Especially is 
this true when it refers to dealings in the 
security markets. The differentiation be- 
tween the terms speculator, underwriter, 
investor, reorganizer, and promotor is 
usually pronounced in the minds of ail 
those who are acquainted with the terms, 
but when the actual definition is called 
for, the dividing line is blurred and indis- 
tinct. There is but one psychological di- 
viding line. The above phases of the 
security business stand on one side and 
the simon pure chance-taker stands on 
the other side. 
The Chance-Taker 
This class of operator discards the fun- 
damental basis of the speculator or invest- 
or, which is knowledge. His tools are 
Luck and Tips. The books of a fair sized, 
or large, brokerage firm could easily be 
divided into the two classes, if one took 
the time to investigate each customer. The 
writer, at one time a partner of a rea- 
sonably sized brokerage firm, was inter- 
ested to a sufficient extent to make such 
a test. There were about three hundred 
active accounts of individuals in the led- 
er when the list was taken. Twenty- 
ve per cent of these were, without 
doubt, gamblers and the rest speculators 
and casual investors. At the end of three 
years, ninety per cent of the gamblers 
had disappeared. Their names were no 
more to be found in the ledger. Not 
more than ten per cent of the other class 
was lost to. the business. It was a clear 
case of Science versus Luck, with Sci- 
ence the winner in nearly every instance. 
Psychology of the Gambler 
The chance-taker has no plan of cam- 
paign. He is a creature of the moment 
much as a butterfly in the animal world. 
The world is scientifically ruled and there 
are inviolate mathematical rules to fit 
the gambler in any game. The chances 


are always against him and when this 
element of mathematics is supplemented 
by superstition, the chances for his fail- 
ure are enhanced. The word Supersti- 
tion is used in much the same manner as 
the word Luck is used. Both eliminate 
all consideration of the knowledge ele- 
ment. 

This superstition feature is the most 
ridiculous of all the elements which tend 
to formulate the gambling character. 
It would be as impossible to list all the 
superstitions as it would be to reach the 
nth power. One man trades in U. S. 
Steel com. because in the past it has been 
his luckiest stock; a second always sells 
stocks when Trinity Church chimes are 
playing a hymn; a third believes that 
prices fall on Tuesdays more than any 
other day of the week; a fourth always 
sits in a certain chair. The list could be 
continued until it would become tiresome, 
if it were not tragic. Human beings are 
all imbued with a certain degree of su- 
perstition, but the man who can trade his 
superstitious leanings in business for a 
modicum of real knowledge is just that 
much ahead of his former kind. 

“Tips” are the second best tools of the 
chance-taker. They are even more dan- 
gerous for the user than his superstitious 
qualities. The rational man would con- 
sider the reason for a “tip.” In the 
realm of finance there is no sentiment. 
Each man is primarily for himself. It 
is the law of nature and the “tipster” is 
the man who offers advice without rea- 
son for giving it. He may have a pri- 
vate and a very personal reason, and it 
is true that “tips” often are productive 
of gains, but only when the recipient 
acts at once and takes his profit, if any, 
when it appears, without the slightest de- 
lay. Daniel Drew, the most famous of 
the “bears” of former days, dropped a 
small piece of paper on the sidewalk as 
he left his carriage to enter his office. A 
by-stander picked it up and read, “Buy 
5,000 Erie at the market.” Without 
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doubt, this order was meant for Drew’s 

broker and the loss was an accident. 

Within fifteen minutes, every gambler 

had the word to Buy Erie. Of course 

Drew created an excellent market for 

his sales that particular morning. 
Advice versus Tips 

It is the one purpose of legitimate 
brokerage firms, investment houses, news 
agencies and market advisers to retain 
their followers. To do this they must 
advise in such a manner that they are 
right more often than they are wrong. 
The gambler refuses to accept the experi- 
ence and knowledge of good advisers, 
whose sole business is to study the se- 
curity markets from every viewpoint. 
He prefers the excitement of following 
his superstitions and tips. The result is 
inevitable failure. 

Good advice and purchased assistance 
for the purpose of dealing in securities 
is even more necessary than in the com- 
mercial world. The Business of Trad- 
ing in Stocks is more difficult than any 
other form of business, and it is unfor- 
tunate that so many will not appreciate 
this fact until they first burn their fin- 
gers in the fire. From the psychological 
point of view, the requirements, in addi- 
tion to sufficient capital, are Knowledge, 
Study, Good Advice, smooth running 
machinery and above all a firm, brave 
temperament, so different from that of 


the bler. 
— The Speculator 


The limitations of this article are too 
confined to list the resources of the suc- 
cessful speculator. Primarily, however, 
he must have an intimate knowledge of 
what the Trend of the security market 
is as shown both by the prices—the 
“tape,” to use a technical word—and ex- 
terior commercial and financial influ- 
ences. These in turn may be influenced 
by political and sociological conditions. 
There are plenty of excellent books on 
this subject’ and there is at least one 
service in existence which will assist the 
speculator. Our study is the man who 
has taken advantage of such oppor- 
tunities. 

Cornelius Vanderbilt, Leonard W. Je- 
rome, Anthony W. Morse, Jay Gould, 
and on down to men of today, such as 


Bernard Baruch, are types of successful 
speculators who have bettered the world 
through their success. The “construc- 
tive” speculator is the very best asset 
which any country can have. His ac- 
quired knowledge teaches him that the 
efforts which tend toward the improve- 
ment of mankind are the only depend- 
able speculative efforts. The knowledge 
acquired by Mr. Baruch through spec- 
ulation in industrial securities has made 
him one of the most valuable men for 
this country on the Board of National 
Defense. The speculative knowledge 
acquired by the late E. H. Harriman in 
railroad securities caused the Union and 
Southern Pacific systems to open up a 
country which will possibly supply the 
nations of the earth with food. If Mr. 
Harriman had been but a speculator, he 
would not have achieved what he did. 
If he had been but a careful investor and 
had not studied and planned, the result 
would have been somewhat the same as 
the gambler’s so far as his fame is con- 
cerned. 


Required Temperament 


To plan out a campaign just as the 
General of an Army does, is the necessity 
of the Speculator. It is said that Ger- 
many had every move of war mapped 
out in advance when the rush was made 
through Belgium. An unexpected check 
was given to these plans at the very 
start, and they had to be at once revised 
to meet the new condition. It was abso- 
lutely necessary to have the original 
plans, even though they were later al- 
tered. The analogy applies to the spec- 
ulator. He maps out his course after 
study, advice, retrospect, and outlook. 
Once determined that he is right, he 
moves forward with his campaign. There 
must be no cowardice, but sometimes 
there must be quick decisions and re- 
treats. The old campaign type of spec- 
ulator does not consider one reverse or 
one false move the end of his effofts. He 
fights on until either victory or defeat is 
effected. If his knowledge is better than 
his opponent, victory is assured, but he 
always provides a safe line of retreat and 
makes certain that his commissary -de- 
partment—his capital or margin—can- 
not be entirely destroyed. 
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The successful speculator may spend 
all his time with his broker, may be a 
broker, or he may devote the surplus 
from gains derived from another busi- 
ness and speculation may be only an avo- 
cation. In any event, he will follow his 
own judgment supplemented by the best 
advice he can buy; his temper will not 
sway his purpose; his nerves must be 
trained to stand sudden shocks; and he 
will not be influenced by superstition or 
worthless “tips.” 


The Investor 


In following ‘out the psychological 
trend the Investor is classed a grade or 
two higher than the Speculator. Why 
this is so, it is hard to determine but the 
man who Does Business in Stocks and 
Bonds is much better satisfied to be 
termed an Investor than a Speculator. If 
the economic status is carefully exam- 
ined, it will be found that the Speculator, 
as he is defined in our minds, does much 
more for mankind than the Investor, al- 
though each has his place. 

The Speculator’s efforts in the broader 
sense affect the whole community. His 
work helps to build’ up new industries, 
creates new positions for workmen, starts 
new cities and stimulates all commercial 
endeavor. Without the speculator in 
United States Steel stocks, we would not 
have the remarkable resources which we 
have to assist us in this World War. We 
would not have the City of Gary, Ind. 
Had Mark Twain not lost all his money 
trying to support a type-setting machine, 
we might not have had the Linotype and 
its kindred forms of machinery. 

Nearly every man and woman has 
become Investor. But the Investor 
requires nearly as much knowledge 
to succeed in his purpose as the 
Speculator. He does not realize this 
fact so thoroughly as the Speculator, but 
he is fast coming to realize it. The old 
type of Investor was the head of a fam- 
ily, living in Rhode Island who, after 
making $100,000, “invested” it all in 
New York, New Haven and Hartford 
Railroad stock, so that his family would 
never want. He felt so certain of his 
investment that he willed it to his heirs 
in such a manner that it could not be 
sold. He considered a broker’s office as 


equivalent to a gambling hell and he 
smugly died with the knowledge that he 
had done his part in the world. His 
widow is probably running a boarding 
house and his children clerking or 
stenographing in a broker’s office. He 
was one of the type so aptly termed, in 
the MaGazINE OF WALL STREET, a 
“Sleeping Investor.” 

Honore Balzac, in his Comedie Hu- 
maine series, considers the genus “Old 
Maid” as an economic loss to the world. 
If he had lived today, he would probably 
have classified “The Sleeping Investor” 
the same way. The successful Investor 
must be as active and up-to-date as the 
Speculator if he is to retain his Income 
and Capital. He will have his Invest- 
ments examined by experts periodically 
just as he will go to his dentist every 
few months, or be physically examined 
by his family physician. He knows that 
it is his duty to take out Life, Health 
and Fire Insurance, but he also knows 
that he cannot keep up the premiums on 
his Life, Health and Home unless he in- 
sures his Income and Capital. 

The Spirit of Organization 

The Investor is organizing. We al- 
ready have two or more organizations 
comprising railroad share holders and it 
will not be long until the industrial share 
holders will come together under some 
capable leader to ask for uniform reports 
or some other excellent feature of co- 
operation. The Investor is gradually 
awakening and the meaning of his name 
is becoming confused with the definition 
of the Speculator. 

The Investor has found out that it is 
necessary for him to keep in touch with 
events and happenings if he wishes to 
protect and increase his funds. The 
habitual bond buyers have also reached 
the same conclusion. The man who once 
purchased Rock Island Co. collateral 4% 
bonds due 2002 at 60 or 70 and put them 
in his safe deposit box, forgetting he had 
them, learned some months ago for the 
first time that the total equity to which he 
was entitled after the downfall amounted 
to a problematical $100 or so for each 
bond costing between $600 and $700. 
When he gets his next surplus, and in- 
vests, the investments will be analyzed. 
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Technical and Miscellaneous Inquiries 





Stop Orders 


Q.—I entered the Trend letter campaign of 
June 8, short sales, and as I never dealt in 
short sales before, I want to ask you for a 
little information. When placing stops, do 
you place them three points above purchasing 
price? Also, in closing a trade of this kind, 
how do your instructions to the broker read, 
“Close out my entire account of short sales,” 
or do you instruct him to buy the amount 
you sold? Also, will you be so kind as to 
give me two intelligent forms, for entering 
and closing this trade, using the least amount 
of words possible in sending a telegram of 
June 8 trade to my broker? Further, is it 
necessary to mention names in full of com- 
panies wanted to trade in? As, for example: 
Bethlehem Steel, Class B, or American Smelt- 
ing & Refining Co., or just Bethlehem B, 
Smelters, etc. 

This latter method would save me con- 
siderable in charges. 

Ans.—In placing a three-point stop you 
should instruct your broker to enter an 
order to buy the stock at three points 
above the point at which the stock is sold. 
At the same time you should instruct the 
broker not to give this order out on the 
floor of the Stock Exchange to the specialist 
or other broker until the stock has gone up 
to within a point of your stop. 

In each case you give a separate order as 
noted above, for each stock for the exact 
amount which you have sold. 

Your telegram to your broker should read, 
Sell 100 shares U. S. Steel common at 
market, when sold buy 100 Steel 3 points 
above sale price. Do not place stop order 
with specialist until stock is within one point 
of stop order. 

You could send your message in terms of 
abbreviation such as Beth. Steel B, Smelters. 

Ask your broker to confirm the order as 
soon as possible. 


Fundamentals vs. Price Movements 


Q.—Which is the better method of fore- 
casting market movements, a _ study of 
“fundamentals” or a study of price-movement 
or should one wait until both agree before 
acting ? 

What do “fundamentals” predict at present? 

What does the price-movement predict at 
present? 

Will you kindly give reasons for your re- 
plies? 

I enclose postage for answer. If you elect 
to answer ough THe MaGazine oF WALL 
STREET, please omit reference to my name, 
marking query X. Y. Z., or other pseudonym. 

A—The study of price movements is of 
more importance in forecasting the course of 
the market than is the study of fundamentals. 
The two are related of course, and it is 
necessary to have a thorough knowledge of 


fundamentals before one can expect to intel- 
ligently diagnose price movements. 

We should say, that in a general way, 
fundamentals now favor a bull market. The 
price movements in connection with the 
action of the market, however, definitely in- 
dicate a reactionary trend. 

These questions are big ones to discuss in 
a letter, and it would really take up more 
space than we can afford to give you to dis- 
cuss them fully. 

We are enclosing a little booklet which 
gives a very clear and definite summary of 
the study of the market from both the stand- 
point of price movements and fundamentals, 
and the reason why the former is more accu- 
rate. 

We have also referred your letter to our 
Book Department, asking them to write you 
about books published on this subject, for 
you may be interested in going into it 
further. 


Stolen or Lost Certificates 


Q.—During the past year I have been buy- 
ing Central Leather bonds of $100 each on 
the partial payment plan. I completed my 
payments on April 16. On April 20 I re- 
ceived notice that the securities were being 
sent me by registered mail under separate 
cover. 

I have not received them. My broker in- 
forms me that the post office is tracing them. 

Am I right in understanding that those 
bonds are registered? I had to sign a blank 
to get them exempted from income tax at 
the time the last interest was collected 
(April 1). 

Should I write to the Central Leather Com- 
pany or their transfer office? In case these 
bonds are stolen or lost and not recovered, 
just where am I at? 

Ans.—This situation is entirely up to your 
broker, who is responsible for the delivery 
of the bonds until they reach your hands. 
No doubt the broker has insured these bonds, 
which were sent by registered mail, and it 
is part of his duty to see that they come to 
you and a receipt is given by you for them. 
Unless the broker has a receipt from you he 
is liable for the situation and you should 
write to him to this effect. 

The bonds apparently have not been regis- 
tered unless they were purchased as regis- 
tered bonds, so far as can be gathered from 
your letter they are coupon bonds, and the 
reason you had to sign an exemption blank 
for them was on account of the fact that 
they were purchased at a time when the 
coupon had to be cashed and you were the 
owner. If they were registered bonds, your 
broker will so inform you. 

We suggest that you do not take the matter 
up yourself with the Central Leather Com- 
pany, but hold your broker responsible. 
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Unprecedented Cotton Situation 





By RICHARD S. SLATER 





HE Cotton Exchange is having 

its own troubles these days try- 

ing to hold the market in check. 

Such a condition of affairs was 

never known in the history of the trade 

before—but this is making but a tame 

statement, for in these days the unusual, 

the abnormal, is what must be expected 
in every line of business. 

As we said in a previous article, the 
New York Cotton Exchange long ago 
make an effort to protect legitimate cot- 
ton business and to discourage the specu- 


lator by placing around its business 


every sort of safety device. These safe- 
guards were well conceived, and as per- 
fect as it was possible to make them. 
They have, however, proven impotent 
if it was expected that they would, in 
any way, bring about a stability of 
prices. 

The cotton market has recently seen 
the wildest sort of fluctuations, and 
prices have soared to a level not known 
since 1871; but this does not mean that 
there has been a manipulated market, 
or that there has been any wild specu- 
lation. Quite the contrary has been the 
case. The market has been a very nar- 
row one, the public has been but little 
interested, and no bold, bad plungers 
have been annoying the critics by mak- 
ing millions. The advance to a twenty- 
five cent a pound level occurred in a nar- 
row market. There was no talk of a 
pool, or a clique, or a corner. It is 
quite safe to say that there will be no 
bold attempts at manipulation as long as 
the war lasts. The fact that brokers 
were complaining of dull business while 
the price was jumping in the most as- 
tonishing manner goes to show how 
widely different is the market of today 


from that we knew before the war. The 
market of today seems, at a superficial 
glance, to be a most illogical affair; but 
when a little more consideration is given 
to the conditions which exist, it will be 
seen that nothing could be more natural 
than what is occurring and that if there 
were not wide fluctuations, in spite of 
dull business, it would not be a logical 
market in any sense of the word. 

Let us take a look at the changes 
which have occurred that have made 
possible a wildly advancing market with- 
out any bull manipulation. The great 
difference between the market of the sea- 
son and an ante-bellum market, is the 
fact that this year there is scarcely any 
hedge selling. In former times the 
Southern banker loaning money to the 
Southern cotton raiser encouraged him 
to fix a price upon the cotton which was 
to furnish the gold with which to pay 
the loan, and this price was fixed by 
taking advantage of some favorable 
market and selling against the crop. The 
outside public, coming in as a buyer, 
lifted the weight of a large portion of 
the crop—sold against before it was 
picked. Now there is very little of this 
sort of selling. The Southern banker 
no longer asks for the protection of a 
hedge before loaning money to a man 
whom he knows will have cotton to mar- 
ket next Fall. The Southern farmer is 
not forced to borrow much money this 
year, and if he wants some he can get 
it more easily than ever before. 

In spite of the fact that the Southern 
producer is using the contract market 
less than ever before; the American 
spinner is making free use of it to pro- 
tect his business. American mills are 
doing the biggest business in their his- 
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tory, and the amount of business they 
can see in front of them is greater than 
they can expect to be able to take care* 
of. Naturally, with only a comparatively 
small acreage planted and the existence 
of a grave danger that the crop will 
turn out a very small one, it is natural 
that domestic mills should be buyers of 
contracts. 

There is an old joke in the market 
about the circular writer of a brokerage 
house who issued a learned letter to ex- 
plain why cotton would at once go down, 
and then, after it had promptly ad- 
vanced—issued another to say that all 
he had said was true and that the break 
would have occurred had it not been for 
one little thing—which was that there 
was an absence of contracts offering. 
That is what is the matter with the mar- 
ket now—there are no contracts for sale. 
The South is not selling hedges, and the 
speculator is very fearful about selling 
short. 

The Cotton Exchange is endeavoring 
to sit on the safety valve. A new rule 
permits the managers of the Clearing 
House to call for a margin of $25 a 


bale, if they see fit—but restrictions can 
not tame a market when the conditions 
of the trade which cannot be altered 
make for wild fluctuations. The less the 
volume of outside business, the greater 
influence on prices the business that does 
reach the floor must have. 

Some of the Southern bulls are al- 
ready offering to wager that this year’s 
crop will not be more than ten million 
bales. This seems a very wild guess to 
make at this season of the year; but, at 
the same time, it must be realized that 
the man who made such a wager would 
win it, if the season should be an un- 
favorable one. 

It looks more and more each day 
as if the best interests of this coun- 
try would have been served if there 
had been a larger cotton acreage 
planted—now there is nothing to do but 
to hope for good weather. 

The public does not yet quite under- 
stand what it is going to mean if cot- 
ton is to hold a twenty-five cent a pound 
level for a season; and yet there is a 
very grave possibility that the price may 
go much higher than that. 








Restrictions Hamper Wheat Market 








NE of the absorbing questions in 
the grain trade is whether re- 
strictions will be lifted from the 
future markets. Interest in this 

question has been stimulated by the re- 
cent statement of Bonar Law in the 
British House of Commons that it has 
been found impracticable to arrange 
with the Allied Powers for the interna- 
tional prohibition of trading in futures. 
An excusable inference from that state- 
ment would be that, after the new crop 
year starts and the movement of wheat 
begins, full trading privileges will be 
restored in the markets. Leading grain 
men hope that this will prove the case. 
They are convinced that it is impossible 
to handle the crop properly unless the 
futures markets are available for hedg- 
ing purposes. Millers also require the 
hedging privilege in making contracts 
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for forward deliveries of flour. Expert 
opinion generally takes the view that 
long continued suspension of futures 
trading will simply tend to congest the 
markets without preventing rising prices 
of cash wheat. The lesson of the cot- 
ton exchanges has not been forgotten. 
These closed up after the war broke out 
just as the new crop was coming upon 
the market. Cotton broke 6 cents a 
pound and many producers suffered 
enormous financial losses through in- 
ability to hedge in the option markets. 
The question of restoring full grain trad- 
ing privileges is involved with the whole 
problem of food control, and until the 
Government determines its policy, the 
solution probably will be delayed. 

While the government crop report of 
June 8 is by no means the last word on the 
question of supplies for the coming sea- 
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son, it gives a very good working basis 
for calculations. For example, although 
we do not know exactly what either the 
Winter or the Spring wheat crops will 
total, we do know now that only a 
miracle will give us a combined supply 
of wheat from these two crops in ex- 
cess of 700,000,000 bushels. The indi- 
cated crop of winter wheat on the date 
in question was 373,000,000 bushels. 
That compared with an indicated yield 
the previous season on the correspond- 
ing date of 469,000,000 bushels and a 
final outturn of 481,744,000 bushels. As- 
suming that the same ratio of increase 
from indicated yield to final crop obtains 
this year, we will have a winter wheat 
yield of about 385,000,000 bushels. But, 
allowing a more generous improvement 
in the crop and conceding almost the 
maximum of possibilities, we may secure 
400,000,000 bushels of winter wheat this 
year. . 

In making calculations on the Spring 
wheat crop, we must allow for a much 
greater hazard. The indicated crop on 
June 8 was 283,000,000 bushels, but 
condition of Spring wheat is invariably 
high on that date in comparison with 
later months. Last season condition de- 
teriorated 40 points between June and 
September and the final yield was only 
158,142,000 bushels. While this was an 
abnormal decline, extreme variations in 
Spring wheat condition are so common 
that it is customary to allow for consid- 
erable loss. It would not be extreme to 
allow for a loss of 33,000,000 bushels 
from indicated crop and to count on a 
yield of 250,000,000 bushels. That 
would give us a total wheat crop this 
year of 650,000,000 bushels. Possibly, 
including carry-over, we shall have 700,- 
000,000 bushels. 

A total supply next season of 700,000,- 
000 bushels from the United States 
would compare with 800,000,000 bushels 
the current season. While the crop was 
only 639,886,000 bushels, combined 
Winter and Spring wheat, the carry- 
over amounted to about 140,000,000 
bushels. This season the carry-over will 
be very much less. Estimates of as 
much as 33,000,000 bushels have been 
made, but they represent the maximum 
figures. What Canada will add to this is 
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uncertain. So far, no data are avail- 
able except such as private authorities 
These private 
estimates allow upwards of 300,000,000 
bushels for the Canadian crop, which 
would not be a record yield but would be 
a very full crop. What carry-over Can- 
ada will have out of the 285,000,000 
bushels which she had at the beginning 
of the current season is also problema- 
tical. But it will not be large and it is 
pretty safe to assume that the combined 
wheat crops of the United States and 
Canada will not equal the approximately 
1,085,000,000 bushels with which these 
two countries started the current season. 

Out of this total possible supply the 
world will ask the largest quantity of 
wheat it has ever required from this 
Continent. Our exports this year have 
been far heavier than statisticians were 
able to allow in making forecasts, 
Official records are at hand for the ex- 
port movement to the end of April and 
they make the total shipments of wheat 
and flour during the period covered 
165,972,000 bushels. If exports are 
maintained at the same rate to the end 
of the season, they should total 195,000,- 
000 bushels. This would be 65,000,000 
bushels more than could be figured on. 
The explanation of the discrepancy be- 
tween statistics of supply and those of 
export is probably two-fold. There has 
been a marked reduction in domestic 
consumption and there have been hidden 
supplies which have been attracted into - 
the market by the extraordinarily high 
prices. Canada’s exports this year were 
149,000,000 bushels to May 1 and may 
reach 180,000,000 bushels. This would 
bring the combined exports from the 
North American Continent this year up 
to 375,000,000 bushels. It is agreed that 
this exportation would be the maximum 
possible unless hitherto unheard of 
economies were practised at home. Yet 
this falls short by 125,000,000 bushels of 
the quantity of wheat which, it is esti- 
mated, Europe will require of us the 
coming season, while as just shown, the 
maximum yields of wheat which we can 
calculate upon and generous allowances 
for carry-over do not avail to bring our 
probable supplies up to those available 
during the current crop year. 











